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THE PROSPECTS OF THE NEW LOAN. 


We have often demonstrated the possibility and the expe- 
diency of making a successful effort to fund our public debt 
at four per cent. From the easy condition of the money 
markets here and in Europe it might seem as if the new 
loan, the prospectus of which we publish on page 72, would 
command large subscriptions, and would become extremely 
popular. On this and other accounts the small amount which 
the Syndicate have agreed to purchase “firm” has struck © 
many persons with surprise. It will be seen that the con- 
tract between the Syndicate and the Treasury is to run for 
six months, so that it will expire November gth. During 
that period they have agreed to take twenty-five millions of 
the four per cents, with the option of calling for any larger 
sum which they may be able to dispose of. As we have now 
outstanding 894 millions of six per cents; of which over seven 
hundred millions are redeemable at the pleasure of the 
Treasury, and might therefore be at once exchanged for four 
per cents, if such bonds could be negotiated, it has been 
thought strange and unpromising that at the outset the 
Syndicate have no more confidence, and could be induced 
to buy no larger a sum. The suggestion has been made that 
the Secretary of the Treasury ought not to have conceded 
to the Syndicate the privileges which he has given them for 
six months in connection with the new four per cents, unless 
they had been willing to take a larger risk, and to purchase 
a hundred millions at least of the new bonds. 

Without assenting to all that has been said on this subject, 
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we certainly concur in the opinion that the Syndicate have 
made a safe and perhaps a lucrative bargain with the 
Treasury. Their contract, as it stands, gives them the right 
to take at par in gold twenty-five millions of four per cents, 
and an equal sum of the four and a half per cents, the 
price for both descriptions of bonds being the same, and 
being subject to an allowance of nearly one-half per cent. 
commission. Still it must be remembered that the public 
subscription under the recent prospectus, for which the Secre- 
tary of the Treasury stipulated, may amount to a large sum; 
and if the Syndicate should find themselves able to dispose 
of one hundred millions more of the new fours during the 
six months to which their contract extends, there is nothing 
in that contract to prevent; for their option allows them the 
privilege of that sum or any larger or smaller aggregate 
which they may be able to sell in this country or abroad. 
Although the time is now so near for the closing of the. 
subscriptions, very little is known as to the probabilities of 
success. Still whatever be the result, it is generally acknowl- 
edged that we have reached the period in our financial 
history when it may safely be affirmed that we shall issue no 
more bonds at a greater rate than four per cent. Indeed 
Mr. Sherman has been blamed in some quarters for not stop- 
ping the issue of the four and half per cents at an earlier 
time. Inasmuch then as there is now a certainty that the 
issue of these bonds has reached its limit, the fact ought to 
be favorable to the new loan, and should operate as an incen- 
tive to the public subscriptions. Whether this will really be 
the result has been in many quarters questioned. One of 
the reasons urged against it is that the Syndicate do not in 
the present prospectus offer to the public any coupon four 
per cents except those of fifty and one hundred dollars. 
Hence it is inferred that while any private investor who 
desires coupon bonds of these small amounts can easily obtain 
them by subscribing, he will not be equally successful if he 
should desire to subscribe for coupon bonds of the ordinary 
current denominations of $500, $1,000, $5,000, or $10,000. 
Certainly he is not invited by the prospectus to subscribe for 
these large bonds, and although the restriction has been 
pointed out and its evils complained of, no change has been 
announced in the terms of the subscription. Registered bonds 
of these useful denominations are freely offered to the public, 
but they are not likely to be in demand by the mass of our 
private investors, who usually prefer coupon bonds. If Mr. 
Secretary Sherman desires to do a popular act, and to open 
as wide as possible the doors of the new loan for the sub- 
scriptions of private investors, he will lose no time in insist- 
ing that the Syndicate should make the necessary modifica- 
tion in the terms of subscription. The National banks will, 
it is true, be the largest subscribers, and the terms of sub- 
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scription have evidently been adjusted to meet their con- 
venience. But the wants of private capitalists in the United 
States are in the present case worth considering, and as there 
is so much idle capital in the loan market, we may reasonably 
anticipate that the subscriptions will be large from private 
investors, if they are not repelled by injudicious restrictions 
in the terms of subscription. Whatever may be the result of 
the present loan, however, it is certain that the time has come 
in which a vigorous effort must be made for the revival of 
the long dormant scheme of funding the whole of our public 
debt into four per cent. consolidated bonds. Two specific 
reasons may be assigned why this loan ought to be success- 
ful. First, it consists of bonds having a longer time to run 
than those which have previously been offered to the public; 
and secondly, the proceeds of the popular subscriptions are 
to. be made use of in aid of the preliminary movements of 
the country towards the resumption of specie payments. 

We have said that no further loans are likely to be offered 
by our Government above four per cent. Indeed, there are 
some economists who think that the rate of interest on future 
loans negotiated by us at par may even recede below four 
per cent. Among the neglected but practically important 
questions of the day, one of the most interesting, is the 
tendency of the rates of interest to sink below the average 
to which for many years past the commercial world has been 
habituated. Since the gold discoveries of 1848, and the wide- 
spread impulse which they gave to the productive powers of 
the world, the accumulation of floating capital has gone on 
with immense speed. Rapid, however, as has been the 
growth of capital the avenues for its employment have mul- 
tiplied with a power of expansion equally great, and it was 
not until the panic of 1873 that this amazing extension of 
the movements of capital and of industry was arrested. The 
shock of the revulsion of 1873 had a two-fold effect. It 
stopped the rapid growth of the productive forces which had 
been accelerating during the previous twenty-five years. And 
it closed up many of the avenues in which floating capital 
had previously found remunerative employment. Hence the 
existing plethora in the money markets of Europe and of 
this country is not caused so much by the fact that capital 
is increasing with any special or dangerous rapidity. It rather 
has its origin in past accumulations of capital, which are 
unable to find present employment, because the currents of 
business are narrowed and partially stopped up. The finan- 
cial situation may be illustrated by the hydraulic apparatus 
used in distributing water to a large city. Such a system, 
if it is to work well, must have a supply of equal vol- 
ume with the demand. If the distributing system of 
pipes should suddenly be enlarged, the reservoirs and their 
supplies must be also augmented or trouble will result ; 
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similarly, if the distributing channels should be diminished, 
evil and mischief will come, unless the supply in the reser- 
voirs be also contracted. In our money market at present 
the evil is of the latter sort. The reservoirs of the money 
market are full to overflowing with idle capital, while the 
distributing apparatus through which that capital passes from 
the lender to the borrower is narrowed, blocked up or 
contracted, so that it carries off only a portion of the sup- 
plies of capital which are seeking investment. 

We must appreciate these and similar facts if we would 
understand the reasons for the present low rates of interest, 
or if we would ascertain whether the low rates are likely 
to continue for any considerable time to come. As to the 
inference which has been deduced that hereafter capital will 
have to be content for a long period of years with much 
lower rates of interest than it has heretofore earned, it would 
perhaps be premature at present to attempt to determine 
with precision. In the first place, the rates of interest cur- 
rent in the financial world have not been generally so high 
as has been sometimes supposed. To illustrate this, we might 
cite the current rates of interest in our own country or upon 
the continent of Europe, but for obvious reasons we shall 
prefer, for the purpose in hand, the rates of interest current 
in the more steady money market of Great Britain. The 
subjoined table shows the variations in the rates of the Bank 
of England since the gold discoveries and for a few years 
previously. 


RATES OF DISCOUNT OF THE BANK OF ENGLAND, 1840 TO 1876. 


Average Changes Average Changes 
Highest Lowest for 12 in the Highest Lowest for12 inthe 
per cent.ratep.c. mos. year. per cent. rate p.c. mos. year. 
me. % «5 «Ff ~ None. .. 1859. 4 .2%. . Four. 
1841. 5 5 ~ None. ... 1860. § .2%. . Five. 
1842.5 4 o EMmee.- ... 8065. 735.3 - . Eight. 
oo Se ar ae ae Q . Five. 
2 ~Ome. ... £063. 73. ‘ . Seven. 
2 o TWO. ss 3864.9 .- . . Nine. 
3 ~Ome. «= OR. 7 . . 4% - Eight. 


1845 -3%. 

1846 .3%. a 

1847 .7% .3%. . Seven. ... 1866.10 . R . Ten, 
5 


1848 . a oO. «as Tee. 2S . Three. 
1849. oo . Two so SOB. 3 . Two. 
1850.2%.2%. - None. ... 1869. 4%.2%. . Seven. 
18er.3 «3 -3 -None. ... 1870. 5 .2%.3%. Fou. 
1852.2% 2 Two, «. i971. ‘“ ; - Ten. 
1953.6 «2% - . Four. ... 1872. ‘ ‘ . Nine. 
1854.5%.-5 - . Three. ... 1873. ee . Nine. 
1855.6 .3%.4% . Six. oe 1874. 6 123.3%. Nine. 
1856.63 .4% .53% «Five. ... 1875. 4%.2 . . Eight. 
1857 .9% .536 .6% .Seven. ... 1876. 5 .2 . . Four. 
1858.5 .2%.3% «Two. 


It might be contended that the rates set down above have 
been modified by temporary causes, and especially by the 
panics of 1847, 1857, and 1866. Waiving this objection, how- 
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ever, we see that the average rates of interest excepting in 
the panic years, have been very low and tolerably uniform. 
In fact what we commonly call the rate of interest really 
includes two different funds, one of which is an insurance 
fund to provide against the danger of loss, and the other is 
the interest, properly so called, or the amount of remunera- 
tion which the owner of the capital has a right to receive 
for its use. Half a century ago when the accumulation of 
floating capital was comparatively small in the financial centres 
of the commercial world, it was believed that capital ought 
to earn from three to five per cent. a year as the fair remu- 
neration to its owners for lending it on undoubted security. 
Of late years, capitalists have been able to secure larger re- 
turns and the question that has been raised is what portion of 
these returns must be considered as insurance money to cover 
the risks incident to the loan. This question is susceptible 
of a much more broad and intelligent discussion than it has 
ever yet received, and its importance will no doubt lead 
competent authorities to give it a somewhat elaborate and 
complete investigation, especially in its relations to the new 
Syndicate loan, and to the prospects of the early absorp- 
tion of our Four Per Cent. Consols, in this country or in 
Europe. 


THE SEPTEMBER CONVENTION OF THE BANKS. 


Next September the annual meeting of the American 
Bankers’ Association is to be held, and on several accounts 
it is to be expected that a large proportion of our six thou- 
sand banks will be represented at this general Convention. 
One of the prominent topics of discussion will, of course, be 
the extremely important one of the pressure of bank taxa- 
tion ; and the Convention will no doubt take vigorous meas- 
ures to secure the removal of the more mischievous of these 
fiscal burdens at the next session of Congress. Moreover, as 
several addresses are to be delivered by men of national 
reputation, it is very likely that the subjects discussed will 
take a wide range. It might be of advantage to the general 
interests of the banks if, in the distribution of the various 
topics to each speaker, the committee would give some promi- 
nence to a practical view of the characteristics of our bank- 
ing system as compared with those of other countries. As 
there will probably be next autumn a considerable number 
of foreign bankers, merchants and statesmen visiting this 
country, it will be easy for the American Bankers’ Associa- 
tion if they desire it, to obtain sufficiently full information from 
authentic sources, and to make this part of its discussions 
extremely suggestive and useful. Of course an account of 
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the Swiss, Belgian, Italian, French, the German and the other 
systems of banking on the Continent of Europe, can be with 
much advantage made to enter into the programme of the 
Convention, but most probably the evidence in regard to the 
recent banking history of Great Britain will be more promi- 
nent as well as more voluminous and more easy of access. 
The important relations of our banks to the silver question 
and to the resumption of specie payments render it certain 
that some conspicuous place in the proceedings of the Con- 
vention will be assigned to those subjects. 


THE OWNERS OF BANK SHARES. 


The efforts making for the repeal of bank taxation have 
stirred up an important controversy as to the ownership of 
bank stocks. Some of the members of our State and National 
Legislatures have said that the banks were owned by large 
capitalists; and that the tax on the banking business if it 
pressed too heavily, was paid by men who could well afford 
it; so that these imposts were really taxes upon rich capi- 
talists, who ought not to complain if they were called upon 
in these times of depression to pay something more than 
their equitable share of the fiscal burdens of the country. 
We have frequently exposed and refuted this error. When 
a bank is first established, the subscriptions to its stock are 
usually made up by a comparatively small number of per- 
sons. But if the bank prospers, its shares in process of 
time pass by purchase or inheritance into new hands. Thus 
a large portion of the stock of many of our city banks has 
been distributed among a multitude of persons, so that its 
owners are very numerous and often very needy. The Ameri- 
can Bankers’ Association in its published report of the pro- 
ceedings before the Committee of Ways and Means, Feb- 
ruary 7th, 1877, presented this, matter in a very striking 
light. Mr. Coe, President of the American Exchange National 
Bank of New York, and a member of the deputation, stated 
to the Committee in regard to our city banks, that “ their 
stockholders consist largely of women and dependent per- 
sons.” He added that “the average amount owned by each 
stockholder is $2,000. The stockholders of these banks are 
not a body of capitalists, bloated stockholders, or any other 
odious term. They are mostly people in moderate circum- 
stances, who have savings in the bank to the average amount 
of $2,000, and these people cannot live in this exhausted 
state of things unless they get something out of their stock. 
They appeal to us with agony and tears, ‘Give us a dividend. 
Draw it from your resources. The reserves were made for 
dividends!’ And so we by necessity respond, ‘We must do 
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it;’ and we have done it. I say that our institution did not 
earn the dividends which they have declared, but they paid 
them out of the, reserves, because they could not help 
responding to the agonies of the stockholders and to the 
necessities of the case.” 

In confirmation of this statement, the New York 7Z7rthune 
has published the subjoined tables, exhibiting the facts as to 
the ownership of the shares of the forty-seven National 
banks of this city: 

—No. of shares held by~ 

Par value of Presi- Vice-Presi- 
Capital. Shares. dent. dent. Cashier. 
First National.........sscccees se 8 500,000 . $100 . 950 . 10 . 2,370 
Second National............. saae 300,000 100 . 200 too * None 
Third National........ aseens wanes 1,000,000 100 5.915 . 40 . None 
Fourth National............00« see 000,000 . 100 . 198 . 184 . None 
Fifth National. .......c000s 150,000 100 260 —. 10 
Sixth National.............ccsceee 200,000 . 100 . 827 50 None 
Ninth National...........00..0«« I, 500,000 100 1,532 .-— 25 
Tenth National 500,000 . 100 112 . 12 
American Exchange...........++ 5,000,000 . 100 . so... — 41 
Bank of Commerce..........0++s 10,000,000 100 2,600 500 . 663 
Bank of New York...........000+ 3,000,000 100 m . 2. II 
Bank State of New York....... 800,000 . 100 198 . 12 6 
Bank of the Republic.. 2,000,000 100 | oe ee 40 
250,000 100 284 — . 30 
. 1,000,000 25 6.492 . 900 . 332 
Butchers and Drovers’........ 500,000 25 1,066 . P 47 
CORNED cinccccescacs shaadeatanenaene 2,000,000 . 100 84. “ 15 
Chatham coccccccccceccoceoes . 450,000 . 25 . 323 . - 100 
CIRICIN cicscecsasssaes sessnesensen 300,000 7090. 133 , II 
Citizens’... 600,000 , 25 400 . . 50 
City 1,000,000 , 100 , ‘ . None 
Continental 1,500,000 , 100 , R . None 
East River. . 350,000 , 25 . ‘ . None 
600,000 , 30 . None 
1,500,000 , so . ° . None 
UMIUIE, .ccicncsssiccocasacnene re 1,000,000 Ioo . . . 298 
Importers and Traders’ 1,500,000 ", 100 300 
Irving 500,000 , 50 100 
Leather Manufacturers’ 600,000 , 100 40 
Market 1,000,000 , 100 10 
I sitphatncanheaieene aban 400,000 , 100 3 
Mechanics’ 2,000,000 , 25 
Mechanics’ Bank’g Associat’n. 500,000 50 26 
Mechanics and Traders’ 600,000 , 25 
URI. csccnccocssaseses eS 1,000,000 , 100 
Merchants’ 3,000,000 5° 
Merchants’ Exchange 1,000,000 50 
Metropolitan.........0+ binds ree 4,000,000 , 100 
New York County 200,000 , 100 
New York National Exchange. 500,000 , 100 
WUE scscsdedtamsccnaddccsanes banbaine 2,000, 000 100 
Phenix........ ieideescasectsnacsusee 1,800,000 , 20 
St. Nicholas..... diethbneniaesannss 1,000,000 , 100 
Seventh WAN ics. scesssocccesses 300,000 , 100 
Shoe and Leather. 1,000,000 , 100 
Tradesmen’s 1,000,000 , 40 . 667 
i 1,500,000 ., 50 , «tty . 200 


Ru 
8 


70 
16 
300 


65 


_“ 
LI8Sltttitl 


27 
None 


—_ _ 
lslISlS 
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No. Shares 
No. Shares held Total No. No. pub- 
held by other by the share- lic shave- 
Directors. public. holders. holders. 
First National R sos 620 
Second National ics ESIO ie 890 
2,488 
48,799 
73° 
998 
11,709 
«ae 2,696 
American Exchange go ses 49,004 
Bank of Commerce wee 93,083 
Bank of New York. se 28,947 
Bank State of New York... oa eos §©=.: 6, 78 
Bank of the Republic... . ee =—18,924 
BOWELY « «cece ccccccccoeee secccecccece coe ——« 1, 097 
BYORA WAY... .02000sc.ccscecscccoccece eee 26,917 
Butchers & Drovers’ ee 17,129 
16,842 
15,695 
2,743 
21,802 
6,494 
12,194 
11,121 
17,926 
29,027 
oo ©6720 
Importers & Traders’ coo ©6829 
Irving «- 8,363 
Leather Manufacturers’ vee 4052 
9,197 
3,406 
s+ 745414 
Mechanic’s ‘Banking ‘Association... oo «=»: 8, 765 
Mechanics’ & Traders’ eee 20,529 
Mercantile. os §6=— OT 
Merchants’ sce eee 559,163 
Merchants’ Exchange..........sscee ee 18,497 
Metropolitan . ......ccccccccceccssseeee soe 38,730 
New York County. oes ene 42 
New York National Exchange is ose 135 
68 759 
3 
é ade 298 
Seventh Ward a _— IoI 
BOO OE. EAN Rii en vccicscscccadcccesccs ca ie 447 
Tradesmen’s eee ose 281 
i S465 «< AGS us ry rr 467 


- 901,780... 19,485 ... 18,985 


It is an interesting fact pointed out by the Zribune that 
even the Presidents of many of the most prominent banks 
are not large stockholders of the banks over which they pre- 
side, two of them holding each only $1,000 par value, and 
twelve of them holding only $5,000 or less par value. On 
the whole the statistics show that the Presidents of all the 
banks hold 32,487 shares, the Vice-Presidents 5,098, and the 
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Cashiers 5,665, while all the Directors, including officers and 
cashiers, five hundred in number, hold only 108,220 shares, 
against go1,780 held by 18,985 persons belonging to the public 
at large. It must, however, be remembered that the number 
of persons directly interested in the stock of our. city banks 
is somewhat larger than the figures given, for a Trustee is 
counted but as one shareholder, although a larger or smaller 
number of persons may be interested in the shares which he 
hoids. 


SOME FACTS ABOUT SILVER. 


An effort will be made in the next Congress to re-establish 
silver money in this country. The importance of the subject, 
the general interest in the question, and its possible speedy 
decision, have induced this Magazine to give many pages to 
the views of writers on silver money. It is not, however, 
its province to act as advocate upon one side of a question 
upon which there are honest differences of opinion. It can 
more properly let arguments for and against it rest on their 
own merits, and allow its readers to draw their own conclu- 
sions, and form their own opinions. As the silver question is 
to many a new one, we give a statement of some of the 
important facts for the information of those readers who can- 
not devote time to a general study of the question. 

Silver has not depreciated except when measured by gold. 
Measured by general commodities, silver throughout the 
world has not lessened in value. The able report of the 
British Silver Commission fully shows this. 

The chief cause of the fall in the price of silver measured 
by gold, is its demonetization by Germany and the United 
States, and the limit of coinage by France and some other 
countries in Europe. 

Legislation affects the relative prices of gold and silver. If 
the civilized world used silver and gold at a fixed relation 
of value, say fifteen and a half to one, the ratio would not 
alter from a change in the cost of production or in the 
amount of production of either metal. 

The annual production of gold within this century has 
varied ten-fold ; gold and silver combined, four-fold ; silver, 
two-fold. Silver is the metal of greater stability of produc- 
tion. The use of silver, or gold, or of both, as money, is prop- 
erly a question of expediency, and not of honesty. A silver 
dollar on its own merits is as honest money as a gold dollar. 
A greenback dollar is a promise to pay a real dollar, and 
when, or while, the promise fails except from necessity the 
honesty fails. 

The silver dollar was the unit of our monetary system, and 
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the question of the right to pay debts in either silver or gold, 
at the option of the debtor, was discussed by a former genera- 
tion, and the merits of the question better understood than 
they are at this time. 

In the arguments as to the merits of silver money hard 
words convince no one, and the advocates of gold money 
make little headway by applying the epithets “ inflationists” 
and “dishonest.” The right of a debtor to pay a debt in 
either silver or gold, is an old one, and is perhaps a necessary 
one in view of the conceded fact that the rate of interest 
paid or promised over the whole world is much in excess of 
the earnings of the world, and therefore, the self-acting 
advantage to the debtor of paying in the cheaper metal, is 
necessary to partly balance an excess of rate of interest on 
debts, and in the end is as great a benefit to creditors as 
debtors. 

The question of the re-monetization of silver is more likely 
to be discussed on the basis of the best way and the best time 
to do it, than on the plain issue of doing it or not doing it. 
The drift of public intention seems already to have settled 
that it shall be re-monetized on some basis. 

As to the best time to remonetize silver, we have the argu- 
ment on one side that it should not be done until some 
agreement is entered into by the principal commercial nations 
of the world, and that to obtain this common agreement, a 
Congress of international scientists shall meet and discuss the 
question, and agree upon the best plan. On the other side 
there is the strong, and likely to be convincing argument 
that to remonetize silver before we resume specie payments 
is the best way; first, that we shall receive the threatened 
influx of silver in exchange for merchandize, gold being an 
article of merchandize before specie resumption; so that if 
we lose our gold in exchange for silver, it will not be on a 
a fixed basis, but on respective valuations ; second, the state- 
ment that debtors have rights as well as creditors, meets with 
popular recognition, and also that it is due to debtors to 
restore silver at once, and in more prosperous times discuss 
proposed monetary changes at our leisure, when having both 
silver and gold as money, necessity or choice may decide upon 
a single standard, provided the singie standard becomes 
necessary or advisable. 

The fact that silver has been in use as money in two-thirds 
of the world, and having been so for four thousand years ; 
the comparison of the condition of Germany going through 
bankruptcy on a gold basis, and France getting rich on bi- 
metallic money ; the evident advantages of abundant metallic 
money, of using the metal mined so largely in this country ; 
all these have effect. and while only in each one a partial 
truth, yet they are forcible arguments in the aggregate. 

Certainly the drift of public opinion is in favor of silver, 
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and the question as it now seems, is to be one of coinage of 
silver to take the place of paper money, and to be a legal 
tender for all debts, except the payment of the National debt 
and custom dues, or, a restoration of the silver dollar, as 
a full legal tender, with free and unlimited coinage of silver. 
H. 


PUBLICITY AND THE STOCK EXCHANGE. 


The depression in railroad and other corporate property 
during the last four or five months is likely to give more 
publicity to the accounts of the companies, and to bring about 
fundamental changes in regard to their management. Some 
months ago the Governing Committee of the New York Stock 
Exchange appointed a sub-Committee to take measures for 
the official publication of reports as to the earnings and 
financial condition of all the railroads and other corpora- 
tions whose securities are dealt in at the Stock Exchange, 
and appear on the regular list of the Board. The report of 
the Committee was presented May 7th, and very little further 
attention seems to have been given to this important move- 
ment. It is much to be desired that the Committee may 
continue its labors. The public ‘will certainly not lose sight 
of the necessity of obtaining frequent authentic reports of 
all the companies in whose securities they invest. In this 
country one great evil, which the inflation of the war pro- 
duced in the management of railroads and other corpora- 
tions, was the rabid speculation in Wall street. The law 
does not enforce very rigidly the responsibility of directors 
or the rights of stockholders, but there was always a large 
demand for speculative securities at the Stock Exchange. 
These securities were greedily purchased by cliques or private 
operators, and often without much direct reference to intrin- 
sic values. Hence the growth of the pernicious system was 
promoted, which placed it in the power of a few speculative 
capitalists to obtain control as directors of various railroads 
and to manipulate the stocks in Wall street, so as to attract 
large sums of money into their own pockets. The profits 
and the progress of this system from which certain specu- 
lative directors have realized for years such tempting gains, 
has received a severe check. We are on the eve of a tran- 
sition to a better and more stable condition of affairs, and 
among the indications of this reaction is the appointment 
of the Committee, whose report is before us. They state 
that at the outset of their labors they prepared and sent to 
the various corporations represented at the Exchange, circu- 
lars asking for information as to the earnings and the finan- 
cial condition of all the corporations, in order that the 
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statistics might be collated and put in systematic form for 
publication. The directors of most of the companies were 
not prompt in responding, and when the answers came they 
were generally far from satisfactory. Of all the corporations 
on the regular list, about a score agreed cordially to fur- 
nish the desired information, and did so with readiness. 
But many of the leading corporations declined on various 
pretexts. “The coal companies said that inasmuch as they 
were miners as well as carriers, they could not make up 
reports more frequently than once a year. The President of 
the New Jersey Central Railroad wrote that he had reason to 
believe the public were well satisfied with his reports— 
a statement which the public took occasion to contradict very 
emphatically a short time after.” The New York Central, 
the Michigan Central, the Chicago and Northwestern, and 
the Chicago and Rock Island directors refused or delayed to 
furnish the reports of their financial condition, and some of 
the companies treated the Committee with discourtesy and 
even with positive rudeness. 

It will be remembered that when the Committee was 
formed, two opinions very diverse from each other were enter- 
tained by shrewd and well-informed persons as to its pro- 
bable success. Many investors and capitalists thought that 
if an influential public body like the Stock Exchange Board 
demanded officially that the responsible managers of rail- 
roads and other corporate enterprises should submit to pub- 
licity, and should give their stockholders and _ investors 
detailed and frequent reports, such reports would not be 
withheld, for two reasons: first, from a salutary dread of 
public opinion; and secondly, from a belief that the credit 
of their companies would be injured, and that the quota- 
tions of their securities would fall. Another class of observers 
more justly argued that the speculative directors of some 
of these companies would use the most vigorous efforts to 
induce all the companies to unite together in refusing to 
submit to publicity; and that these corporations had been 
long accustomed to the policy of secrecy, so that their sense of 
responsibility to the public was almost extinct ; and that they 
would easily be induced to adopt the resolution of refusing 
to give to the public any more information than was abso- 
lutely required by law. At present the last of these two 
opinions seems to have been extensively verified. A large 
majority of the corporations whose reports are desired, 
refused them. How long this obstinacy will last is uncer- 
tain. There are not wanting indications that the men who 
are responsible for the policy of secrecy, have been heavy 
sufferers in the decline of the securities in which they were 
interested—a decline which was probably due in no small 
degree to the distrust awakened in the public mind by the 
want of trustworthy evidence as to the operations and the 
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financial soundness of the several corporations. The Com- 
mittee conclude their report with the following suggestive 
statements as to the reasons for their not continuing the 
work of demanding the reports from recusant directors and 
unwilling corporations: 


* But our inaction has been chiefly due to the fact that 
other agencies are quietly but thoroughly finishing the task 
we have begun. Since your Committee was appointed, a 
marked change has taken place in public sentiment as to the 
work in which we are engaged. The information we seek, 
always thought desirable, is now generally demanded with 
daily increasing vehemence. The stockholder is at last 
aroused to a sense of his rights, and his reply to refusals to 
make full and frequent reports is one that must eventually 
secure them—he sells his stock. Apparently the golden age 
of the speculative director has passed away. The one corner- 
stone upon which his structure rested was public confidence. 
That confidence, wonderfully enduring, after repeated shocks 
is at last vanishing, and as it goes, the selfish schemes of 
faithless trustees fall to the ground. We believe the days 
are numbered when a few men can control vast corporations 
by hypothecating stock at a fictitious valuation, and then 
impudently refuse to furnish information to the men who 
give them the power. The tables are turning, and the time 
is short in which the Stock Exchange will be obliged to 
petition humbly, but ineffectually, for information. We had 
proof of this recently. The directors of the Rock Island 
road were forced at a critical moment to ask the Stock 
Exchange to verify their statements as to the condition of 
the company. We know now, as they knew then, that if 
they had not abandoned their arrogant position at that very 
hour, the panic which had already started would have dealt 
a ruinous blow not only to their securities, but to those of 
every company managed on the same vicious principle. In 
view of this condition of affairs, your Committee has no other 
recommendations to offer than that the present requirements 
as to reports relating to new securities be rigidly enforced ; 
and furthermore, that every member of the Exchange exert 
his individual influence to secure the desired reform. We 
urge them to demand as their right, in behalf of themselves 
and their clients, holders of hundreds of millions of securities, 
the most minute information as to the securities in which we 
trade. Let them withhold proxies from any men who refuse 
to do their duty in this respect. Let them show the shrewd 
men who control New York Central, Rock Island, Michigan 
Central, Panama and other leading corporations, that the 
only way to remove the almost universal distrust which 
threatens the safety of their companies, is to render to the 
public frequent and honest reports of the trust confided to 
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them. When this is done, and not until then, the occupation 
of the so-called ‘wrecker’ will be gone, and our business 
will be reéstablished on a firm and profitable basis.” 


The public will be strongly disposed to doubt the pro- 
priety of the recommendation of the Committee. The Stock 
Exchange instead of giving up its project, or ceasing to 
demand frequent and trustworthy reports of the corporations 
whose securities appear on the regular list, should redouble 
the efforts in this important direction. The time is come 
for a complete change in this part of our financial arrange- 
ments, and the Stock Exchange Board can render important 
services in the reform which must, before long, become 
inevitable. 


RAILROAD PROGRESS IN 1876. 


As the panic of 1873 was in part caused by the excessive 
absorption of capital in railroads and other fixed works in the 
United States and in other countries, it is natural to suppose 
that the work of railroad construction must have received a 
notable check all over the world. Moreover, in most of the 
commercial countries of Europe the system of railroad 
transportation has reached its full development and has 


even gone beyond it. From the latest statistics it appears 
that the railroad systems of the world have an extent of 
186,835 miles, of which 77,470 are in the United States; and 
30,315 miles in Great Britain and her colonies. Germany has 
augmented its railroad network from 12,408 miles in 1871 to 
17,372 miles in 1876; France, from 1o,o11 miles in 1871 to 
13,414 miles in 1876; Russia from 5,579 miles in 1871 to 
12,148 miles in 1876; Austria from 4,658 miles in 1871 to 
10,792 miles in 1876; and Italy, from 3,408 miles in 1871 to 
4,777 miles in 1876. While the aggregate of the railroad sys- 
tems of Germany, France, Russia, Austria, and Italy com- 
prised 36,064 miles in 1871, they had increased to 58,503 
miles in 1876. 

In this country our railroad progress has been much more 
active during the last three years than had been expected ; 
and it shows a steady though slow tendency to increase. 
We find from Poor’s Manual, the statistics of which have 
just been published for 1876, that 2,856 miles of new 
railroad were opened during the year against 1,919 miles 
for 1875, and 1,911 miles for 1874. The increase of last 
year partly arises from the building of the Southern 
Pacific lines and the narrow gauge lines in Ohio, Texas and 
Colorado. The gross earnings of all the roads whose opera- 
tions have been reported amount to $497,257,959 in 1876, 
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against $ 503,065,505 for 1875. During the last six years the 
increase in the capital and mileage of the railroads of the 
United States has been as follows: 


RAILROAD PROGRESS IN THE UNITED STATES—1871 TO 1876. 


Year. Miles operated. Capital & Debt. Gross Earnings. Net Earnings. Dividends Paid. 
1876 . 73,508 .$4,468,591,935 -$497,257,959 .$ 186,452,752 .$ 68,039,668 
1875 . 71,757 + 4,415,631,630 . - 185,506,438 . 74,294,208 
1874 . 69,273 . 4,221,763,594 - - 189,570,958 . 67,042,942 
1873 . 66,237 . 3,784,543,034 - 526,419,935 . 183,810,562 . 67,120,709 
1872 . 57,323 + 3:159,423,057 - 465,241,055 . 165,754,373 - 64,418,157 
1871 . 44,614 . 2,664,627,645 . 403,329,208 . 141,746,404 . 56,456,681 

It thus appears that from economy and other causes, the 
net earnings of our American system of railroads show a 
tendency to increase although the gross earnings have fallen 
off. 

The gross earnings of 1876 show a decrease of $5,807,546, as 
compared with 1875, and the net earnings show an increase 
of $946,314. The decrease in freight earnings is $2,822,458, 
while the falling off in passenger receipts is $ 2,984,688. We 
will now briefly compare our railroad statistics with those of 
Great Britain. The earnings per ton per mile are not re- 
ported on the British railways, so that no exact compari- 
son can be made of the receipts for freight transportation. 
The miles run by freight trains in the United States, 1876, 
were at least 260,000,000, against 104,635,056 on the Brit- 


ish railways, or about 2% times more mileage per train. 
The same mileage of freight transportation, therefore, on 
the British railways would require a revenue of $2.06 per 
ton, as against $1.83 per ton on the railroads in the United 
States. The subjoined statistics will suffice to give a general 
view of the railroad system of Great Britain and the United 
States : 


RAILROAD SYSTEMS OF THE UNITED STATES AND GREAT BRITAIN. 


United States, Great Britain, 
Miles of railroad 73,508 iia 16,658 
Cost of railroad $ 4,468, 591,935 ee «= $ 3, 151,117,470 
Capital stock 2,248, 358, 375 ae 2, 333970, 280 
Funded debt 2,220,233, 560 Pa 817,147,190 
Freight moved (tons) 197,082,000 er 200,069,651 
Receipts from freight... .........0cccccceees $ 361, 137,376 ae $ 166, 340, 360 
Receipts from freight per ton $ 183.2 soe $ 083.1 
Gross earnings $ 497,257,959 soe $ 294,913,675 
Operating expenses ... y eeamanente 310,805,207 <a 160,990,980 
Net earnings padadebckes 186,452,752 je 133,922,695 
Dividends 68,039,668 aoe 48,171,380 
Gross earnings per mile....... snsdecsceden 6,764 “<a 17,700 
Net earnings per mile 2,534 ose 8,235 
Cost of construction per mile 53.558 ae 189, 165 
Per cent. of dividend to capital 3-03 nen 4-54 


To show the rapidity of the growth of the railroad network 
of the United States, we give the following table: 
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1876. 


Miles of railroad. 
Capital stock 

Funded debt 

Total capital account... 
Gross earnings 


$ 2,248, 358,375 
4,468, 591,935 


73,508 . 
- $ 756,223,000 
2, 220, 233,560 . 
. I,172,881,000 . 
497,257,959 - 
310,805,207 . 


(July, 


Increase. 
pc. 

» 145 

- 197 


+ 433 
. 281 


1867. Increase. 
30,000 . 43,508 
- B 1,492, 135,375 
416,658,000 . 1,803,575,560 
35295,711,935 
163,257,959 


334,000,000 . 
82, 105,207 


228,700,000 . 


Operating expenses.... 

Net earnings 

Dividends 

Cost per mile of rail- 
WOME «. ccssseccseasesecees 

Gross earnings per mile 
Of ratlrOnd......<0s.0000 

Net earnings per mile 
of railroad. 

Per cent. of dividends 
to capital 


81,152,752 
35,914, 568 


14,462 


186,452,752 . 
68,039,669 . 


53,558 . 
6,764 : 
2,534 - 

3.03 . 


* Decrease. 


105,300,000 . 
32,125,000 . 


39,096 . 


11,130 . 


4,366" . 
976* : 


1.23°°. 


3510 . 
4.25 . 


In 1867 there were 39,276 miles of railroad in the United 
States, of which 3,938 miles were in New England, 9,555 in 
the Middle States, 15,226 in the Western, 10,126 in the 
Southern, and 431 in the Pacific States. The Union and Cen- 
tral Pacific Railroads had not been completed. There were 
no railroads in Utah, Dakota, Colorado, Washington Territory, 
or the Indian country, where now are 2,136 miles ; and in 
all the territory west of the Mississippi River, and east of 
the Pacific Slope, where now are 17,576 miles, supplying the 
wants of a population of 7,120,000, there were then but 3,968 
miles of railroad, with a population of 4,205,000. The follow- 
ing table compares the growth of our railroads and popula- 
tion in various sections of the United States during the last 
ten years: 


RAILROADS AND POPULATION OF THE UNITED STATES, 1867 AND 
1876. 


-—Ilncrease.— 
—Miles of R. R.~ Miles Per 
1876. 1867. RR. cent. 


5,694 + 3,938 - 1,756 - 44.59 - 
15,085 + 9,555 + 5,530 57-87 - 

¢ 15,226 . 21,829 + 143.37 - 
Southern + 10.126 . 6,550 . 64.68 . 
Pacific . ... <0 . 43% - 2,529 . 586.78 . 


Total, U.S.. 


-——Jncrease.—~ 
Number. Per c’t. 
458,850 . 13.70 
1,47£,000 . 14.85 
3,850,000 . 32.12 
I,y70,000 . 18.87 
630,00c . 96 92 


23.06 


——Population.——~ 
1876. 1867. 


3,806,850 . 3,348,000 . 
11,405,000 . 8,930,000 . 
15,835,000 . 11,985,000 « 
12,410,000 . 10,449,000 . 
1,280,000 . 650,000 


New England.. 
DNGAle . 0.00000 


+ 3%276 . 38,194 - 


77:47 44,736,850 - 36,353,000 8,383,850 . 


These figures illustrate the excessive rapidity with which 
railroad building has been carried on in this country, during 
the ten years from 1867 to 1876. The railroad mileage of 
the United States has nearly doubled, while the population 
has increased only twenty-three per cent. The number of 
inhabitants to a mile of railroad in 1867 was 925, while in 
1876 it was only 577. 


97-25 - 





IRON AND COAL, 


IRON AND COAL AS FACTORS IN THE PUBLIC 
WEALTH. 


So intimate are the relations between’the growth of mate- 
rial wealth and the prosperity of the coal and iron industries, 
that some economists have designated the latter a “barometer ” 
by which to measure the former. Without going quite so far 
as this, we have, in several of our recent issues, described the 
connection between the recuperative prospects of business and 
the present condition of the coal and iron industries. A large 
number of interesting facts which illustrate some aspects of 
this subject are given in the annual report of the American 
Iron and Steel Association for 1876, which has just been pub- 
lished. These valuable statistics have been compiled by Mr. 
James M. Swank, the Secretary of the Association. Among 
other facts, he presents the following comparative view of the 
production of iron and steel in the United States for the past 
two years: 


IRON AND STEEL PRODUCTS OF THE UNITED STATES, 1875 AND 


— Tons. 
Products. 1875. 1876. 
Pig iron 2,266,581 ... 2,093,236 
All rolled iron, including nails and rails. eee 1,921,730 
All rolled iron, including nails and excluding rails ses 1,042,101 
Bessemer steel rails er 412,461 


Iron and all other rails ase pee 467, 168 
13,086 


SIS Ait Et RUMOR cin vinarcceasecsacanssesaacsussigaasiseamenensies re 879,629 
Kegs of cut nails and spikes included in all rolled iron. 4,726,881 ... 4,157,814 
Crucible cast steel 39,401 ... 39,382 
Open hearth steel G05 21,490 
All other steel, except Bessemer 12,607 ... 10,306 
Bessemer steel ingots Ce) aor 525,996 
Blooms from ore and pig iron 49,243 «. 44,628 


One of the most important features of this table is the 
increase which it shows in the production of rails. In the 
present depression of business it might have been expected 
that we could have used finer rails than in previous years. 
Indeed, this is no doubt the case, but if we have used finer 
rails in the aggregate, those which we have used have chiefly 
been of American manufacture. According to the report, 
there were rolled 879,629 net tons of rails in 1876, an increase 
of 87,117 tons, or eleven per cent., upon 1875, when the 
aggregate was 792,512 tons. Of the total production in 1876, 
there were 412,461 tons of Bessemer steel rails, and 467,168 tons 
of iron rails against 290,863 tons of Bessemer steel rails, and 

2 
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501,649 tons of iron rails in 1875. The production of Bessemer 
steel rails almost overtook that of iron rails in 1876. Included 
in the above figures of the production of iron rails are a few 
tons of steel rails and steel headed rails, not Bessemer. The 
production of rails of this class in late years has been as fol- 
lows: 1873, 26,377 net tons; 1874, 17,181 tons; 1875, 19,436 
tons ; 1876, 12,791 tons. The production of street rails was in 
1873, 9,430 net tons; 1874, 6,739 tons, of which 1,000 tons 
were Bessemer steel ; in 1875, 16,340 tons, of which 2,308 tons 
were Bessemer steel ; and in 1876, 13,086 tons, of which 3,563 
tons were Bessemer steel. Nineteen States and the territory 
of Wyoming made rails in 1876, and the percentage of the 
whole product which each produced is as follows: Pennsyl- 
vania, 40.24; Illinois, 20.63; Ohio, 11.46; New York, 6.52; 
Maryland, 2.14; Wisconsin, 2.41; Indiana, 3.34 ; Massachusetts, 
1.03 ; Missouri, 2.38; Tennessee, 2.43; California, .98 ; Wyo- 
ming Territory, 1.40; Georgia, 1.02; Vermont, 1.c5; Ken- 
tucky, .17 ; Kansas, 1.68; Maine, .85; New Jersey, .o3; West 
Virginia, .06; Michigan, .18. At the close of 1876 there were 
in twenty-five States and the territory of Wyoming 338 roll- 
ing mills, containing 4,488 single puddling furnaces, each 
double furnace being counted as two single furnaces. Of the 
whole number of mills, 260 were in operation during the 
whole or a part of the year. Of the whole number, 98 were 
built to make rails—6o heavy and 38 light rails; and of 
these, 40 heavy and 16 light rail mills—s56 in all—made rails 
in 1876. The rolling mill capacity of the country, like its 
blast furnace capacity, will at least double the production of 
1876. 

Next to the increase of the product of steel rails, perhaps 
the most notable fact contained in the report is the increase 
in the smelting of pig iron with bituminous coal and coke 
and the decline in the smelting in anthracite furnaces. There 
is no doubt that this movement is largely due to the grasp- 
ing policy of the anthracite coal companies who used to argue 
that they possessed a great monopoly because there are in 
the United States but 450 square miles of coal land, of which 
one-third was owned by a single corporation, the Reading 
Company, while a few other large companies owned most of 
the remaining two-thirds. To convey this coal from the 
anthracite basin to the seaboard, and other markets, railroads 
had been constructed at an expense of thirty millions of dol- 
lars, and fifty millions more had been spent in purchasing 
the coal lands themselves. Never was a great monopoly 
attempted on so large a scale and with such apparent pros- 
pects of success. One of the facts of importance which the 
coal companies apparently forget, was, that there are in this 
country two hundred thousand square miles of bituminous 
coal lands, while in England there are but eight thousand 
square miles. Some interesting facts in regard to the falling 
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off in the anthracite smelting, are given in the report as 
follows: 

“The production of the Lehigh valley has declined from 
449,663 net tons in 1872 to 261,274 tons in 1876; that of the 
Schuylkill valley from 232,225 tons in 1872 to 144,969 tons in 
1876; that of the two Susquehanna valleys from 286,565 tons 
in 1872 to 182,586 tons in 1876. The Chenango and Mahon- 
ing valleys did not jointly or severally produce as much pig 
iron in 1876 as in 1872, but each district increased its pro- 
duction in 1876 over that of 1875—-the Mahoning valley in a 
marked degree. In the Hanging Rock district the production 
of coke pig iron almost doubled from 1872 to 1876, while the 
production of charcoal pig iron declined a little more than 
one half in the same period. Of the total production in 1876 
of 2,093,236 net tons of pig iron, 990,009 tons were smelted with 
bituminous coal and coke ; 794,578 tons with anthracite coal ; 
and 308,649 tons with charcoal. The production of bitumin- 
ous coal and coke pig iron first exceeded that of anthracite 
in 1875, and then by only 39,499 tons; but in 1876 anthra- 
cite fell 195,431 tons below its rival, and 113,468 tons below 
its own production in 1875. The production of bituminous 
pig iron was greater in 1876 than in 1872, and: 42,464 tons 
greater in 1876 than in 1875. The production of charcoal pig 
iron has declined almost fifty per cent. from 1874 to 1876. In 
the latter year the production was 308,649 tons, against 
576,557 tons in 1874, and 410,990 tons in 1875.” 

A third point suggested by the report is the greater 
efficiency or durability of our annual product of rails. Since 
the use of Bessemer steel, the durability of the rails in our 
railroad system has been so much extended, and the yearly 
wear and tear has been so greatly reduced, that for practical 
purposes the efficiency of 100,000 tons of Bessemer rails may 
perhaps be equal to two or three times that of 100,000 tons 
of the old iron rails formerly used. In other words, the 
efficiency is being more than doubled. 

In view of the foregoing statistics it is interesting to observe 
that the condition of the coal and iron industries in England 
seems to be improving. The wages of the men had been 
increased to such a degree as to check the iron production 
and the mining of coal. From the reduction which has been 
effected a manifest improvement is resulting. Mr. Hunt, the 
inspector of English coal mines, reports the coal production 
of 1876 at 34,125,166 tons. The aggregate production of 1875 
was reported by the same authority at 131,867,105 tons. These 
figures are given in advance of the official publication. 
Whether the production of iron will exhibit a similar improve- 
ment in the United States, and in what departments there 
has been the most activity, is a question on which there is a 
considerable diversity of opinion. 
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BANKING ORGANIZATION HERE AND IN ENGLAND. 
BY DR. GEORGE MARSLAND. 


An acute financial writer has said that as we can often 
obtain a better view of any star if from time to time we 
look from it to a neighbouring star, so the process of com- 
parison is equally useful in finance. Hence economists and 
writers on banking find it advantageous to compare with our 
monetary system and its movements, the analogous facts relat- 
ing to foreign countries. As our own banking methods have 
been so largely borrowed from England, the study of the 
principal features of American and English finance may be 
expected to lead to considerable practical improvement in 
both. In this country especially we have much to learn from 
the financial and banking history of foreign nations; for in 
some of its features the development of our system has 
been very similar to that exhibited*in the old world. In all 
these points the experience of foreign commercial nations 
cannot but be of benefit, especially in the prospective move- 
ments of our financial system towards specie resumption. In 
a great multitude of other respects, however, our banking 
system has grown up under peculiar conditions which have no 
parallel in other countries. From these facts it is evident 
that we shall find in our examination of foreign systems 
of banking many great features in common with those we 
see around us in our own country, and that these charac- 
teristics are often marked by very wide diversities, all of 
which are extremely well worthy of close analysis by every 
student of economic science and banking history. Besides 
these and other general reasons for a diligent investigation 
of foreign banking movements, there are many special rea- 
sons of which we will notice briefly the more important. 

And first the differences between the English system of 
banking and the complex system developed in the United 
States have been much misunderstood. They have been some- 
times believed to consist in the enjoyment of more or less of 
exemption from pernicious legislative restrictions. Thus it 
is often said that in the United States the business of bank- 
ing has been fettered by legislative enactments, while in Eng- 
land it is almost altogether liberated from such control, and 
is subject to the principles of free banking. While we do 
not accept this statement without qualification, and while 
there is no doubt that in England more freedom exists in 
some respects, in regard to banks and their business, than 
has ever been enjoyed without great mischief in the United 
States, many of the chief differences between the systems 
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of banking in the two countries may perhaps be traced to 
our greater aptitude in America for organization. In proof 
of this theory, we might point to the different character of the 
reports which are published weekly or at less frequent inter- 
vals by the banks of the United States and of England. 

Prior to 1844, when the legislation of Sir Robert Peel was 
established, no reports were published by country banks in 
Great Britain, and it was considered by the bank reformers of 
that day that British banking had taken a great step in 
advance when a weekly report was enforced by law not only 
upon the bank of England, but upon the banks of issue 1n the 
whole country. On the part of the banks, however, so much 
resistance was made to the principle of publicity, that it was 
not attempted to compel any of the banks, except the Bank 
of England, to include in the reports the deposits, the specie, 
the loans, the capital, or any other particular except note 
circulation. Hence, it follows that when we have to explore 
the bank capital, or the bank deposits, or the bank reserves 
of the financial system of Great Britain, we can obtain but 
few trustworthy data to guide us, and we are left too much 
to conjecture and uncertainty. 

In 1875 a large number of the English country banks sent 
returns voluntarily to Sir Stafford Northcote, the substance 
of which is added to the evidence taken by the Select Com- 
mittee of the House of Commons on banks of issue. This 
Committee, as we stated some time ago, was appointed on 
account of the agitation produced in England from the 
claims put forth by the Scotch banks to establish branches in 
London. It was argued that there was nothing in the law of 
1844 to prevent such banks as are doing business in Scotland 
and issuing notes there from going to London or to any 
part of England and opening branch establishments in rivalry 
with the English banks. Never before had this singular 
claim been made. It was based upon the fact that the 
English bank law of 1844, while it declared that no English 
bank of issue, except the Bank of England, should be allowed 
to open a branch establishment in London without giving up 
its privilege of issuing notes, was altogether silent about the 
Scotch banks. Now as the law did not in terms forbid the 
Scotch banks from opening branches in London, but ignored 
those institutions altogether, two diverse interpretations of 
the statute were set up. The English banks interpreted the 
statute one way and the Scotch banks another. 

The Scotch banks argued, as we have hinted, that they 
were entitled to enjoy all the privileges from which the law 
did not expressly debar them. As they are not mentioned 
in the Act, it is plain they said that so far as that statute 
is concerned the Scotch banks are not excluded from the 
privilege of opening establishments in London, nor indeed 
are any other banks so excluded but such banks as are 
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expressly specified and laid down in the law. Relying upon 
this interpretation of Sir R. Peel’s Act, the Scotch banks 
opened branches in London and various parts of England, 
where they still remain, although it is contended in many 
quarters that the right claimed under the statute could not 
be sustained in the courts. 

The argument against the right of the Scotch banks to 
open branches in London or in any part of England with- 
out giving up the privilege of issuing notes, is based upon 
two principal lines of reasoning. First, it is urged that the 
Scotch banks, if they really possess the right which they 
claim, must have had it conferred upon them by a direct 
grant, and they are bound to produce the Act of Parliament 
under which the privilege was granted. Now, nothing can 
be more certain than that the Act of 1844 fails to support 
or even to hint at any right of the Scotch banks to open 
branch offices in England. It prohibits all English banks 
of issue from doing so, and by parity of reasoning, we are 
left to infer that if the Scotch banks had been thought of 
or mentioned at all, they would only have been mentioned 
to have been excluded. No possible reason can be assigned 
why the Scotch banks should have been left unmentioned 
with any purpose of indirectly conferring on them exclusive 
. privileges. 

Next, if we turn from the Act of 1844 to the other statutes 
regulating banking in Great Britain, we shall not find any 
direct grant either to the Scotch banks or to any other 
banks of issue, except the Bank of England, empowering 
them to open branches in London without giving up their 
note issues. ‘ 

Such are the chief arguments on both sides of this 
memorable controversy. It is somewhat remarkable that the 
dispute has not been referred to the courts for adjudica- 
tion. Prior to the Parliamentary enquiry of 1875, the 
proposition was made to bring a suit so as to have the 
questions at issue finally settled. Some of the parties in 
interest, however, believed that the shorter and better course 
would be to get a bill passed by Parliament forbidding the 
Scotch banks from opening branches in England. This 
scheme seemed so likely of success, that it was at once 
adopted, and the necessary bill was introduced into the House 
of Commons, with the most sanguine expectations of its 
speedily becoming a law. Unfortunately, however, the friends 
of the project had made two mistakes; they had over- 
estimated their own strength, and they had under-estimated 
the difficulties which they had to surmount. Many liberal 
statesmen on whose support they had counted, turned round 
upon the promoters of the bill with the question, whether the 
English banks wished in the present age to reéstablish the 
antiquated principles of protection in England, and whether 
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what they wanted was that Parliament should draw a pro- 
hibitory circle around the existing English banks to protect 
them against the competition of the Scotch banks. This 
adroit argument was suggested by the ingenuity of the advo- 
cates of the new interpretation of the law; and, whether 
desired or no, it had the effect of withdrawing the fight from 
the narrow open field of banking expediency and of trans- 
ferring it to the broad and boundless wilderness of free trade 
speculation. In the jungles and morasses which abound there, 
the Parliamentary forces of both parties became so entangled 
that they at length gave up all hope of extrication, and took 
refuge in a Parliamentary committee, whose report, but for 
the luminous guidance of Mr. Goschen, and one or two other 
members, would have been of very little more use for the 
settlement of the question than the previous Parliamentary 
discussion. Indeed, as is well known, the committee failed to 
agree as to the legislation which was proper under the cir- 
cumstances, and instead of giving any opinion as to the ques- 
tions submitted to them, whether the Scotch banks should or 
not have the privileges which they claimed, they contented 
themselves with the vague suggestion that the whole question 
of Parliamentary legislation needed a thorough discussion, 
with a view to the introduction of some important changes 
in the laws regulating banking in England. The report, 
which is very voluminous, has for us but little interest except 
in two or three points of view. It illustrates. as we have 
said, the chaotic condition of certain parts of the banking 
system of Great Britain. That system has very little symme- 
try, and its several parts are not cemented together by any 
National organization, nor are the great public functions 
which are entrusted to the banks surrounded by those safe- 
guards which in other countries have been absolutely indis- 
pensable. 

It would be both interesting and useful to inquire into the 
compensatory forces which are at work in the British bank- 
ing system, and which have caused it to be so prosperous, so 
useful, and so stable, in spite of these and other defects in 
its organization. Omitting these investigations for the present, 
we will refer to other more general questions suggested by 
the Parliamentary report. And among them a conspicuous 
place must be given to the growing tendency among the 
banks and moneyed institutions of commercial nations, to 
associate themselves together for various common ends. The 
BANKER’S MAGAZINE has often had to refer to such hopeful 
indications of financial progress, and to point out the advan- 
tages it promises for the future, and is realizing even now. 
It is gratifying to find a similar tendency is developing itself 
in England, as well as among some other European nations 
where the obstacles to such organizations are sufficiently for- 
midable. From the documents of Sir Stafford Northcote’s 
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committee, it appears that, besides the Bank of England, there 
are in England at present, 345 banks, of which 226 are pri- 
vate banks and 118 joint-stock banks. Of the private banks, 
113 are banks of issue, while the rest have no privilege to 
emit notes. Of the joint-stock banks fifty-four have the right 
to issue notes. Hence it appears that the note-issuing banks in 
England are 167 in number, and the non-issuing banks are 
178. Of the latter, forty-three are situated in London, and 
135 in the country. These figures possess a special interest, 
in view of the fact that the 226 private banks do not publish 
their reports in the newspapers, and only nineteen of the 118 
joint-stock banks have given full statements of their condi- 
tion to the public. This reluctance to publish reports, we 
repeat, is one of the more perilous peculiarities of the bank- 
ing system of Great Britain, especially as publicity is not 
enforced by law except in regard to the note issues. All 
other banking operations outside of the Bank of England, 
are conducted without any legal requirements for publicity, 
and if, as is affirmed, Sir Robert Peel intended to follow up 
his laws of 1844 and 1845, for the regulation of bank notes, 
by further legislation touching the other functions of the 
British banking system, the intention was never put in exe- 
cution. The consequence is that the banking statistics of 
England have never been officially published in the same 
detail as is common in the United States, and in some other 
countries. The subjoined table is eompiled from the report 
of the Committee, and, taken together with the estimated 
statistics we published a few weeks ago, it gives a complete 
view of the English banking system outside of the great cen- 
tral institution—the Bank of England : 


ENGLISH BANKING SYSTEM OUTSIDE OF THE BANK OF ENGLAND, 
1875. 


Private Foint-Stock 
Banks. Banks. Tota/. 


Banks issuing notes re ere 
Banks not issuing notes ( London ), =e SE wt: 8 
** (Country) oss BR ce EBS 


Total issuing and not issuing a. er as 
Of these the London banks are. ae Se le 

And the country banks 106 Pp 
By this table we see first, that the English sctiten system 
is made up of somewhat heterogeneous materials, and 
secondly, that the various groups of banks composing it possess 
very different privileges. It follows that the difficulties of 
union for a common purpose are considerable; and the 
English mind is well known to possess less aptitude for such 
efforts at organization. Hence no attempt was ever success- 
fully made until a few years ago to unite the banks in one 
association, and the sharp rivalry for business tended to sever 
and to alienate the different sets of banks from each other. 
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In face of these obstacles, Sir John Lubbock succeeded, by 
the aid of some other men of influence, in establishing the 
Country Clearing House; and this organization has had an 
active tendency to attract the elements of the English bank- 
ing system into harmony with each other. Among the indi- 
cations of this tendency which appear in the Parliamentary 
report, we may mention the Association of English Country 
Bankers, whose origin appears to be quite recent, and whose 
limits appear to include the whole of the banks in the fore- 
going table, except those of the metropolis. 

We might refer to the published accounts of the banks in 
other European countries, in illustration of this general dis- 
position on the part of monetary institutions to draw closer 
the bonds of organized union and mutual support. It would 
be an interesting task to trace out the great pervading causes 
which have led to such similar movements in the most dis- 
tant parts of the world, and to show both the dangers and 
benefits it may bring in its train. Another and a more prac- 
tical duty is that of applying to our own banking system, 
and to its prospective wants in the early future, the numerous 
lessons and hints for improvement suggested by the move- 
ment. 

There is, thirdly, the question of cash reserves and their 
tendency to prevent panics. The reserves of the English banks 
are not published, but these institutions are known to hold 
very little cash in their own vaults, and to rely too much on 
the reserves of the Bank of England. In the United States, 
on the contrary, we have for many years held large bank 
reserves. It was one of the beneficent consequences of the 
panic of 1847, that it led to the weekly publication of the 
reserves of our city banks. The panic of 1857 caused our 
Clearing House banks to pass a resolution to keep twenty per 
cent. of cash reserves against their net deposits. The panic 
of 1860 led to the increase of the minimum reserve to twenty- 
five per cent., and since that arrangement of our Clearing 
House banks to keep an adequate cash reserve, we have had 
fewer financial panics than other countries. Indeed, we were 
wholly exempt from any severe revulsion until 1873, when the 
reserve was found to have been seriously impaired in several 
of the more extended parts of our banking organization. 
Now, we do not for a moment wish to argue that the ample 
reserves of our banking system were the sole instrument by 
which it preserved itself from the destructive violence of those 
revulsions from which it had never before been exempt for so 
long a period. All that we claim as the result of abundant 
cash reserve is, that they are wholesome, that they tend to 
give health to the banking organization, and to develop other 
salutary conditions which are both conducive to the strength 
and preventive of weakness and danger. If we were dis- 
posed to forget so obvious a principle, the temporary suspen- 
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sion of the Bank of the State of New York would remind us 
that strong reserves may co-exist with great weakness in other 
directions. But such instances are rare: and, as a general rule, 
applicable to the banks of an extensive system, provided like 
our own with other preventives of bad banking, ample 
reserves are of the highest possible importance as safeguards 
against panics. 

Among the numerous questions relative to the cash reserves 
which may very appropriately claim a place in the discussions 
of our future banking conventions, there is one which has 
been attracting a good deal of public attention, both here and 
abroad. We refer to the heavy expense of reserves. Of 
course they are worth all they cost, and the burden of keep- 
ing them, if it is an indispensable condition of safe banking, 
must be submitted to. Still it is only fair that a hearing 
should be given to the objections, and they are very 
clearly set forth by a recent committee of the New York Clear- 
ing House, who say: 

“The requirement of a ‘legal reserve’ is now engaging 
special! public attention, and much impatience is expressed 
at the law which compels banks to hold a definite ratio of 
legal tender notes to liabilities. The practical difficulty con- 
sists in attaching a rigid and inflexible rule of law to a 
mobile fund, which is held for the purpose of meeting sud- 
den contingencies, and which is, therefore, in its very nature, 
a variable quantity. It is impossible clearly to prescribe by 
statute the circumstances or the exact periods during which 
the reserve should be increased or diminished. There seems 
an intrinsic absurdity in a law requiring that a ‘reserve’ 
must be always kept, which was created on purpose to be 
used, or that a bank officer who draws upon his reserve, 
under circumstances for which it was intended, is false to the 
oath which he takes to obey the law. But the fact that a 
military commander cannot be definitely instructed when he 
may employ his reserve force, is not regarded as a reason 
why that important portion of an army organization should 
be abandoned, or be reduced in number or efficiency. So 
long as bank debts are subject to cash payments, so long 
must the obligation be either imposed or assumed, of keep- 
ing sufficient cash in hand to pay whatever portion can pos- 
sibly be presented. It must always be remembered that, in 
the absence of any important central institution, such as 
exists in other commercial nations, the associated banks are 
the last resort in this country, in times of financial extremity, 
and upon their stability and sound conduct the national pros- 
perity greatly depends.” 

Such are the wise suggestions of the New York Clearing 
House, and the conclusion is that every bank receiving 
deposits repayable on demand is under an explicit obligation 
to keep a cash reserve of one-fourth or one-third of the 
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aggregate deposits so held. The whole question may now be 
considered as settled, and this safe old rule will receive the 
approval of conservative bankers here and in England, as one 
of the most efficient safeguards against financial revulsions. 


SPECIE’ RESUMPTION IN FRANCE. 


As the time is now approaching when specie payments 
are to be resumed in France, it is interesting to know what 
preparation has been made for the change. At present, of 
course, the Bank of France is not compelled by law to pay 
coin in exchange for its notes, still the bank pays out gold 
or silver to all who desire it, and even objects to issue notes 
as small as $20 or 100 francs for the accommodation of its 
dealers. The notes of smaller denominations it has long ceased 
to issue. If the legal-tender law has not yet been repealed, 
the maintenance of it must be attributed chiefly to the policy 
of the Government, for the bank is said to be desirous of 
reducing its paper circulation, on which it pays a tax of 
1% per cent. The sum which in 1876 this tax yielded the 
Treasury was $746,530, while the net profits of the bank, 
exclusive of the interest on the Government stock held by 
it, were only $2,642,468. Moreover as the bank holds in 
its vaults a reserve of specie to the amount of ninety per 
cent. of the notes in circulation, it has an interest in paying 
out coin in order to reduce the issue of notes on which it is 
paying a tax. The termination of the legal-tender quality of 
the notes is fixed by an article in the Budget of 1876, which 
declares that “when the loans and advances to the Govern- 
ment by the Bank of France shall have been reduced to 
300 millions of francs, the notes of the Bank of France shall 
be redeemable on presentation.” According to the convention 
between the State and the bank, passed in 1875, the Treasury 
debt under existing stipulations would be reduced to 600 mil- 
lion francs, so that the amount outstanding at the end of 
1877 would be only 300 million francs, and specie payments 
would be resumed on the 1st January, 1878. The Treasury, 
however, exercised its right of anticipating the dates for the 
payment of the annuities, and on the rgth October, 1876, had 
not only paid to the bank the whole of the annuity of 150 
million francs for 1876, but also 112 millions on account of 
the year 1877. Consequently as the Treasury had already 
paid off a sum of 218 million francs in nine months, and 
forty-five million francs in 1875 on account of 1876, it only 
remained that a further sum of thirty-eight million francs 
should be paid to cause the article of the financial law of 
1876 to take effect and specie payments to be immediately 
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resumed. Since October last, however, no further reimburse- 
ments have been made to the bank by the Treasury, and it 
is supposed that the Government intends to delay this final 
payment until the end of this year, in order that the legal- 
tender law should not be repealed until 1st January, 1878, 
as originally intended. The Government has no doubt many 
important motives for deferring the return to specie pay- 
ments. Among them is the desire that the banks should 
retain the power of checking the exportation of specie if the 
foreign exchanges should turn against France. The bank 
does not publish the precise figures showing thé proportion 
of its silver and gold reserves, but the belief is that the 
silver represents from 20 to 25 per cent. of the total cash 
reserve. Whether these facts are as represented or not, it is 
certain that since silver became so much depreciated, it has 
no longer been allowed to form one-third of the total specie 
reserve as formerly. The report is that the bank does not 
hold any bar-silver, its reserve consisting of coin only. Since 
the restriction on the coinage of silver, the French imports 
of coin and bullion have consisted almost wholly of gold. 
The annual report of the Bank of France for 1876 states that 
during that year coin was paid out for a sum of 1,160 mil- 
lions, of which 628 millions was gold and 532 millions silver. 
The same report adds that the bank received during the year 
a sum of 510 millions of foreign specie, of which 465 millions 
was in gold, and forty-five millions in silver. That sum was 
probably represented by the coin from abroad, received 
directly over its counter, and by the foreign coin and bullion 
sent into the Mint and the bonds given in exchange for which 
bonds de monnaie were discounted by the bank. The differ- 
ence in the proportion of gold to silver from abroad received 
by the bank and that paid out, tends with other circum- 
stances to prove that the bank has been endeavoring to 
reduce its stock of silver coin. The accumulation of cash is 
due to several causes, one of which is the continued favorable 
rate of exchange on London. Until a limit was placed on 
the coinage of silver five-franc pieces at the Mint, the importa- 
tion of that metal yielded a large profit; since the markets 
for silver have been narrowed or closed, the bullion dealers 
have been able to purchase Australian gold, American eagles, 
etc., in London, for coinage here with advantage. The large 
amount of private deposits at the bank, which from 220 mil- 
lion francs in May, 1873, have now increased to 650 million 
francs, has also added over 400 millions to the reserve, a 
great part of which has no doubt been in cash. In May, 
1870, just before the war, the cash in the bank amounted to 
1,268 million francs and the note circulation to 1,422 million 
francs, in other words, the cash reserve has increased 1,000 
millions of francs, and the outstanding notes 1,000 millions. 
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THE BI-CENTENARY OF POLITICAL ECONOMY. 


Last year, at London, the hundreth anniversary of Adam 
Smith’s publication of the Wealth of Nations, was held by the 
Political Economy Club, and we gave a full account of the 
proceedings. On the rgth of April, 1877, the bi-centennial of 
the birth of, Bandini, the great Italian economist, was held at 
Sienna. At the meeting of the Paris Society of Political 
Economy, April 5th, a circular was read which had been 
received from the municipality of Sienna, inviting the members 
of. that association to attend the anniversary. Bandini was 
born 19th April, 1677, and his work, Déscorso sull Economica 
Politica, is found in the collection of Baron Custodi. It 
demonstrated long before Adam Smith’s labors, many of the 
advantages of economic liberty, of the simplicity which is 
necessary to sound fiscal legislation, and he attempted, with 
some success, to prescribe the limits within which govern- 
ments can interfere with industry and trade. In 1737 Ban- 
dini, who was an arch deacon as well as an economist, wrote his 
essay on TZuscany. His functions in his laborious profession 
brought him into contact with the masses of the people, and 
his sympathies were keenly aroused during his travels in 
Tuscany. That country, formerly so flourishing and populous, 
had become unhealthy, pestilential, and uninhabitable. In a 
paper written with as much earnestness and force, as of clear- 
ness and elegance, he showed the greatness of the political 
and productive power which Tuscany could secure, were the 
marshes restored to agriculture, and the country rendered 
once more the home of industrial activity and material growth. 
He had evidently a practical, as well as a theoretical, knowl- 
edge of economic principles. He set forth several plans for 
the draining of the stagnant water, and he did not conceal 
his conviction that these material improvements, executed by 
the utmost skill and energy, would be insufficient, except the 
country was set free from the moral and political shackles 
which fettered every movement of productive enterprise, and 
checked the progress of the country in material wealth. 
Among these obstacles to prosperity, he gave a conspicuous 
place to the innumerable fiscal burdens which had so much 
tended to make the country desolate, and to drive away its 
population to more propitious districts. He concluded by 
insisting that if the government meant to attract to the 
country new inhabitants, they must offer new advantages for 
material wealth and progress. 

The fundamental principle of Bandini’s political economy 
was, that the laws governing contracts and money should be 
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simple, and that industry of every kind should be left in the 
enjoyment of all the liberty compatible with good orderly 
government. He recommended the diminution of taxes, and 
the abolition of duties which prevented the free transit of 
commodities to and from the local markets. 

He had several surveys made of the marshes, passed through 
the whole country, examined it himself, and caused it to be 
thoroughly surveyed by the mathematician Ximenes. Large 
works were constructed for drainage. The most mischievous 
fiscal burdens were abolished. The political administraticn 
was improved, as well as the administration of the courts of 
justice. The population increased, and rapidly acquired, by 
the exercise of free commerce in breadstuffs, manufactures, 
and merchandise, the means of increasing the fertility of the 
land as well as of improving its crops. They thus became 
more industrious, more rich, and more happy. Such were the 
effects produced by this first Italian economist and _ his 
writings upon a good king. 

But Bandini was not the only Italian economist of the 
eighteenth century. Among the other useful writers we may 
mention Broggia, a merchant of Naples, who published in 
1743 two essays on money. These works were remarkable 
for the sound economical principles on which they were 
founded. The constant object of the author is to promote 
the wealth and material growth of the country. The means 
by which, he says, National wealth can alone be promoted, 
are agriculture, commerce, and industry. He showed himself 
an ardent defender of the poor, but he has been criticised for 
his partiality for the mercantile system. His treatise on 
Money is distinguished by great accuracy of judgment united 
to broad practical views and profound experience. 

The subject of money was a very practical one in those 
days among the writers on political economy. The Abbé 
Galiani, who was scarcely twenty years old, treated it with 
much success in his work on Money, printed in 1750, in which 
he was not afraid to take up new and important questions, 
such as the nature of value, the principles of taxation, the 
interest of money, the duties, the origin, and the nature of 
banks, the debts of National government, the movements of 
exchange, and many others. Galiani was one of the first 
writers who devoted himself to an analysis of the nature oi 
value, he demonstrated that value consists, or is the result of 
several diverse circumstances, namely, scarcity, utility, quan- 
tity, and quality, of labor and of time. Like J. B. Say, in 
the next century, Galiani even pushed his analysis so far as 
to include in his definition of wealth the talents of men, 
declaring that these talents are more or less valuable, for 
reasons precisely similar to those which confer a value on 
inanimate things, so that human abilities, skill, and acquire- 
ments, are controlled in their market value by the two prin- 
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ciples of scarcity and utility. These ideas, which were per- 
haps borrowed from Aristotle, appear not to have occupied 
their proper place of importance in the analysis of Adam 
Smith. But, as we have said, the great French economist, 
J. B. Say, corrected the error, and included the labors of the 
mind, which had been neglected by Smith, among the pro- 
ductive elements of National wealth. Galiani was one of the 
first who refuted the theory, then very prevalent, that the 
high prices of commodities are an indication of poverty and 
wretchedness. Twenty years later, in 1770, Galiani published 
his once celebrated, but now forgotten, dialogues on Zyrade in 
Grain. He was at that time at Paris, as Secretary of the 
Embassy, and he used in that work, the French language, 
which he wrote with much elegance and accuracy. The 
famine of 1769 had raised in France considerable agitation 
as to whether the freedom or the restriction of the trade in 
grain was the policy most conducive to National wealth ; and 
this complex question has for ages, before and since, been 
debated with warmth, wherever circumstances have caused 
it to assume a practical importance. Galiani brought so much 
of learning, wit, grace, and humor, into his discussions and 
dialogues, that he greatly amused Paris, whose lively inhabi- 
tants were then very attentive to all political and literary dis- 
putes. The conclusion to which Galiani’s dialogues seem to 
lead is, that the best system in regard to controlling the 
grain market is to have no system at all. But he thought 
that the trade in grain and breadstufis ought to be placed 
under wise precautions and that it should only enjoy a modi- 
fied and regulated freedom. Galiani is classed like Broggia, 
among the advocates of the mercantile system. 

Belloni, a banker at Rome under Pope Benedict XIVth, 
wrote in 1750 a dissertation on .Commerce, in which he con- 
sidered the rate of exchange as the surest guide in discover- 
ing the situation of a country in respect to trade. Hence he 
approved of forbidding the exportation of silver. This work, 
in spite of the errors which it contains, reflects great merit 
upon its author. 

At the time when these writers flourished, a private gen- 
tleman founded in 1755 a chair of commerce and mechanics 
in favor of Genovesi, who held that Professorship with much 
usefulness and distinction for several years. We owe to that 
chair, which was undoubtedly the first established in Europe 
for political economy, the lectures on civil economy which 
conferred on their author the merit of being considered the 
restorer of the science in Italy. In these lectures Genovesi 
includes almost all the parts of political economy. His 
method reminds us of that of Hutcheson, the tutor of Adam 
Smith. He begins with the sensations of man and the origin 
of his wants ; from these he deduces man’s rights and his 
duties ; he makes an analysis of the nature of society, and 
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after this brief preliminary discussion on natural rights, he 
examines the methods which are most proper to render the 
body politic progressive, populous, rich, and happy. With 
Genovesi the analysis of the nature of man is clear, and con- 
ducts the reader to the explanation of a great number of 
phenomena. To exhibit the causes of the prosperity of 
nations, he adopts the three grand divisions of agriculture, 
the arts, and commerce. Under each of these great sources 
of wealth, he treats particularly all the subjects and all the 
questions which are most important as resulting therefrom. 
Genovesi set a high value upon agriculture, still he inclined 
to prefer commerce and industry, and to adopt the mercan- 
tile system. Far from considering the fine arts as sterile, he 
called them non-productive by themselves, but very useful 
and capable of augmenting production. He considers all 
classes of societies as useful, directly or indirectly, to pro- 
duction. Another maxim which is prominent in the lectures 
of Genovesi is that which admits labor as the prime factor 
in production. In this respect he agrees with Hutcheson and 
Smith. 

One of his less sound suggestions was that a single tax 
was better than a multitude of taxes, because it was more 
easy to assess and more economical in the collection. On 
several other points his opinions resemble those of Quesnay 
and his disciples, the economists, whose precurser Bandini was 
in Italy. The economic works of this writer had a much more 
salutary influence than many similar writings. They contrib- 
uted to render fruitful and populous a wide district of rich 
productive powers, which for many years had been pestilen- 
tial and uninhabited, and although Bandini’s essays were not 
published until 1775, they reached much earlier than that 
date the hands of men of influence and statesmanship, by 
whom good books are too often left unread, or but slowly 
appreciated. The essay on Zwuscany was written in 1737, nearly 
forty years before its publication, and copies of it had been pre- 
sented two years after to the Grand Duke Francis, and to 
two of his Ministers. The Emperor Francis, who resided so 
far from Tuscany, and was absorbed with the care of the 
Empire, gave but feeble relief to this afflicted province. But 
when Peter Leopold ascended the throne, he read the essay 
of Bandini, approved the soundness of his principles, and put 
them in force in his governmental policy, thus giving to the 
history of political economy its earliest triumph in that 
beneficent career to which in future days it is destined of 
ameliorating the condition of nations, and increasing their 
material wealth, and developing the forces on which their 
growth or productive power depends. 
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HOW TO IMPROVE FOREIGN TRADE. 
BY GEORGE M. WESTON. 


Unless under exceptional circumstances, to be hereafter 
stated and considered, the merchandise imports and exports 
of any country will, in the long run, be equal. This will be 
true of its merchandise transactions in the aggregate, and 
with all other countries taken together. With one foreign 
country, such transactions may show an import balance, and 
with another an export balance ; but upon the whole, foreign 
purchases must equal foreign sales. The money of the world, 
that is to say, gold and silver, may be used to adjust bal- 
ances, first on one side and then on the other, but there can 
be no fixed flow of it in one direction. In a country attract- 
ing money for the time being by comparatively large exports, 
prices will rise and discourage exports and encourage imports, 
until the money current will set outward instead of inward. 
And by a reverse operation, in a country subjected to a dim- 
inution of money for the time being by comparatively large 
imports, prices will fall until the money current is changed. 
All this is simple in theory and familiar in experience. 

The exceptional circumstances are, that some countries prc- 
duce the precious metals largely while others produce little 
or none of them, and that large international transactions, 
having no connection with commercial exchanges, occur by 
borrowing, lending, and paying the interest or principal of 
loans and sometimes by tributes and indemnities. 

The continuous flow of gold and silver to a rich and 
industrious country like India, in which the precious metals 
are not mined, if it does not exceed the limits indicated by 
those circumstances, does not disturb the general monetary 
equilibrium, but is, on the contrary, essential to its mainte- 
nance. On the other hand, the general monetary equilibrium 
is not disturbed, but maintained, by the continuous outflow 
of the precious metals from countries which, like Mexico and 
the United States, produce them in quantities which would 
overstock them in comparison with the average supply of 
mankind. India, therefore, may have a permanent excess of 
merchandise exports, while Mexico and the United States 
may have a permanent excess of merchandise imports. 

The transactions of international lending, borrowing, and 
paying, and of tributes and indemnities, may be conveniently 
described as extraordinary outgoes and receipts. In the long 
run such transactions must cause excesses of merchandise 
exports, or imports, as the case may be. Any movement of 
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money which they may occasion will be temporary, and bring 
about an equal counter-movement, as the tendency of the 
monetary equilibrium to restore itself is as certain and irre- 
sistible as is the tendency of water to come to a level. 

During the process of placing loans abroad a nation may 
and must have a steady excess of merchandise importations, 
and during the process of paying off foreign loans may and 
must have a steady excess of foreign exportations. 

Of all the vast sums which we have borrowed in Europe, 
(and these borrowings have been principally since the close 
of the civil war,) no part was really received in gold or silver 
or now exists here, or ever did exist here, in that form. 
Europe had no such vast sums in the form of money to loan, 
and if we could have received them in that form they would 
have been of little use to us. What we actually did 
receive was largely useless, but not wholly so. The broad- 
cloth, silks, satins, and wines, were enjoyed, but could have 
been dispensed with. There were doubtless other values, 
which still remain among the productive forces of the coun- 
try, but the proportion of such values is indeterminate and, 
it may be feared, is not large. 

The effect of these extraordinary outgoes and receipts upon 
prices of merchandise, in the countries which are parties to 
them, is by no means a matter of merely curious speculative 
inquiry. We shall find in it an explanation of the leading com- 
mercial movements of recent times, and an important element 
of the calculations by which the commercial movement of 
the future may be forecast. 

It has been during the last thirty years that international 
lendings and borrowings have been on the most extraordinary 
scale, and it is during that time that England has been chief 
among the lenders, and this country chief among the bor- 
rowers. How prices of merchandise in both have been 
affected, while these lendings and borrowings were in pro- 
gress, is very easily determinable as a matter of fact. 

The Westminster Review, (January, 1876,) published tables 
showing that the aggregate of the National debts of 
the world had increased from £ 1,731,000,000 in 1848 to 
4, 45577,889,000 at the end of 1875, which is, in round num- 
bers, an increase from 8,395 million dollars, to 22,202 million 
dollars. Of course it is only a portion of these National 
debts which became the subject of international financiering, as 
the greater part of them are held in the countries which create 
them. But the sudden and enormous growth of these debts is 
an illustration of the borrowing and lending tendency of 
recent years, and may be taken as a proximate indication of 
the ratio of the increase, during the same time, of interna- 
tional borrowings and lendings, and upon all forms of security, 
national and corporate. The lenders have been the capitalist 
nations of Europe, and especially England, which is pre-emi- 
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nently the capitalist nation of the world. What England 
loaned was really the product of her manufactories and mines, 
and it is well known that they were both wonderfully stimu- 
lated while these financial operations were in _ progress. 
England has produced more than the nations had the means 
in hand to pay for, but has taken their bonds for all bal- 
ances. Purchasers on credit are notoriously less critical 
about prices than purchasers for cash. England was a lib- 
eral lender to customers who were in all senses liberal pur- 
chasers. The operation seems to have been pushed as far as 
it safely could be, and not improbably a good deal further. 
England dares not take any more bonds, and is more than 
doubtful about the security of what she now has. The losses 
have begun. Turkey, Peru, Paraguay, Roumania, and several 
other countries, have thrown up the sponge. Egypt was tided 
over, as respects actual means, something more than a year 
ago, by a friendly British purchase of Suez Canal shares at 
fancy prices, and more recently as respects a show of credit, 
by an attractive table of figures, prepared under the direction 
of Mr. Goschen, a British Commissioner deputed for that 
purpose. Russian bonds begin to be regarded with decided 
suspicion. But whether her losses come sooner or later, and 
are more or less, England sees, or will see, that her position 
in respect to foreign loans has reached that stage in which it 
diminishes rather than increases the sales of her goods and 
wares. When she was making loans, she was adding to the 
means of her customers, and they were buying her goods 
profusely. But now that these foreign nations must pay the 
interest on old loans, instead of receiving the principal of new 
loans, they must restrict their purchases accordingly. Eng- 
land cannot have two good things at one time. Doubtless 
she may enjoy her right as a creditor to receive such interest 
as is not lost by bankruptcy and repudiation, but she cannot 
sell goods at round prices to nations which have their hands 
full in the business of paying off old scores. She is in the 
condition of an accommodating merchant, to whose sales and 
profits there seems no end, but to whom the end comes at 
last in a magnitude of credit balances, which he dares not 
increase, but the growth of which he can only arrest by an 
inconvenient curtailment of trade. The British condition is 
even worse than that. England was said by the first Napo- 
leon to be “a nation of shopkeepers,” but is more truly a nation 
of manufacturers. A mere merchant may close his warehouses 
and limit his losses to the depreciation of his stocks. But the 
manufactories of a nation, so thoroughly dependent upon 
manufactures as England is, cannot be closed at any less cost 
than that of national ruin... 

The actual condition of British trade will appear from the 
following figures of the real value of the imports and exports 
of Great Britain and Ireland, for the calendar year 1876, tak- 
ing the pound at $5: 
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IMPORTS. 


Foreign and colonial merchandise $ 1,870,018, 85 
Gold and silver, excess of imports beyond exports... 37,966, 35 


5 
5 


$ 1,907,985, 210 
EXPORTS. 


Domestic produce and manufacture $ 1,002,879, 280 
Foreign and colonial merchandise 56, 703, 165 


$ 1,059, 582,445 


This great excess of imports, $ 848,402,765, represents to 
some extent profits of trade and the freights of British ship- 
ping, but it represents principally the annual income of 
British foreign loans and investments. To furnish this 
income, now that she has substantially ceased making new 
loans, so exhausts her foreign customers and cripples their 
means of payment, that England suffers acutely by the dimi- 
nution in the amount of her exports, and even more by a 
reduction in the prices of her exports. 

If we could suppose a state of things under which all her 
foreign debtors should become bankrupt, and England should 
thereby be cut off from the annual receipt of five or six hun- 
dred million dollars, more or less, by way of interest from 
them, it is plain that she would be obliged to reduce either 
the bulk or the prices of her imports, and doubtless the 
reduction would be made in both bulk and prices. 

Our case has been exactly the reverse of that of England. 
The United States, instead of being the great lender of the 
world, has been the great borrower, and most conspicuously 
after the close of the civil war. It is since then that the 
most of our National bonds which are held abroad were 
sold to the foreigner, and it is since then that foreign mar- 
kets have been found, on a scale never before known, for 
other forms of American public and corporate credit. These 
foreign borrowings took the shape, necessarily, of importa- 
tions of foreign merchandise. As a matter of fact, the prices 
of these foreign goods so imported were unusually high. Is 
it not true that this condition of prices was a necessary 
fact and not an accidental one? 

In the first place, experience shows that the expenditures 
of borrowers are always on the most liberal scale, and always 
on terms less for their own interest and more for the interest 
of those with whom they deal, than the expenditures of those 
who pay for what they buy. 

And in the next place, as prices depend on the amplitude 
and extension of markets, they will be greater when much 
is bought than when little is. Five years ago, England was 
forcing the production of rails to the extent of being obliged 
to double the wages of the labor engaged in the manufacture 
and in mining the raw materials, in order to be able to meet 
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the demands of railroads, the building of which was being 
stimulated “by her loans to nations and corporations in every 
part of the world. Rails cost more and were sold at a greater 
profit on the cost than they had been before, or can be 
now. What is true of rails is true of everything else. 
Prices rise as sales enlarge, and all the nations which were 
receiving unusual amounts of British merchandise as the real 
proceeds of borrowing in England, paid accordingly. 

English manufacturers obtained larger sales by reason of 
English lendings. By a reverse operation, American manu- 
facturers found themselves competed with by European im- 
portations, by reason of American borrowings. And as the 
average rate of interest on American bonds of all sorts sold 
abroad is probably double the average net income of property 
in this country, the folly of these borrowings, in all respects, 
is apparent. Foreign capital loaned here, instead of being 
an aid, has been an agent of depletion, which would have 
exhausted anything but the resources of a virgin continent. 
Double rates of interest have been paid, and to say nothing 
of sales of bonds at heavy discounts, the proceeds have really 
been taken in merchandise at doubled prices. 

The world is amazed that France bore so well the drain 
of the enormous fine of 1,000 million dollars, imposed upon 
her by Germany, and said to have amounted with interest to 
nearly 1,100 millions before the payments were completed, 
and all this in addition to war costs, losses and destructions 
of fully an equal amount. The fact is certainly amazing. 
It teaches many lessons, as the causes of it are many. But 
one of them undoubtedly is, that French industry was stimu- 
lated and the prices of French products raised, by the pay- 
ment of the German indemnity. It was made in money only 
in an inappreciable degree, and the little parted with for the 
purpose, was soon brought back by the operations of trade. 
The French possess as much gold and silver as before the 
Prussian war; possibly somewhat less in circulation in con- 
sequence of the suspension of the Bank of France, but a 
good deal more piled up in the vaults of that institution. 
And as France borrowed nothing of foreigners wherewith 
to pay Germany, she must have acquired the means of pay- 
ment by marketing products which she would not otherwise 
have .marketed, and by obtaining better prices than would 
have been otherwise obtainable. The facts of this operation 
are collected in a paper printed by Henry C. Baird, entitled 
Lesson of German and French Finance. In the four years 
ending December 31, 1874, the balance of precious metals sent 
from France to Germany, above what was received from 
Germany by France, was only $139,629,930. What Germany 
got by the French indemnity was not money, but merchan- 
dise, the excess of German merchandise importations over 
exportations, taking all its trade transactions with other 
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nations, having been in the same four years $1,132,000,000. 
And if Germany has any more metallic money fo-day than 
six years ago, it is only to the extent of perhaps 100 mil- 
lion dollars, occasioned by the suppression of bank notes 
below the denomination of $25. All the rest of the recent 
German financial movement has been merely the substitu- 
tion of gold for silver. 

Certainly the road to National prosperity is not found in 
waging an unsuccessful war and in being subjected to a 
contribution by a victorious enemy. But the French have 
illustrated the truth, that almost all human misfortunes have 
mitigations and partial compensations. The amount of the 
German indemnity was largely reduced by the enhanced 
prices of the products in which it was paid, and was made up, 
in part, by the stimulus which it gave to French industry. 

If we go to the other side of that memorable transaction, 
we shall learn another lesson. Nations, while in the receipt 
of large sums from extraordinary sources, are liberal pur- 
chasers in the amounts they buy and in the prices they pay. 
They also acquire habits of indulgence which continue after 
the extraordinary receipts are cut off. It makes no difference 
whether the stimulation of their luxurious extravagance 
comes from borrowing, from the payment of war indemnities, 
or from the collection of debts. It is the full pocket, no 
matter how filled, which makes a good customer, just as it 
is an empty pocket, no matter how it was depleted, which 
enforces the duty of economy. It does not require a long 
memory to carry us back to our own spendthrift era, when 
we were borrowing on Government and railroad bonds in 
every money centre in Europe. The German rioting on the 
French spoils is still more recent. 

As described by the London Zimes (October 26, 1876): 

“To Germany, the gains of the war acted as incentives to 
extravagance. As the country seemed to be flooded with 
money, thousands of families flung aside their old frugality, 
to run a race of luxury. Berlin became not unlike what Paris 
had been. Trade was artificially stimulated, but the com- 
mercial classes fancied that the prosperity was natural, and 
they spent in proportion to their expectations.” 

They are just now recovering from their debauch, which is 
a less agreeable, if it is a more healthy, process. 

Upon the whole, it seems to be established, by uniform 
experience and by sound reasoning, that a nation from 
which there is an extraordinary outgo, and without regard 
to the causes of the outgo, whether it is discharging the 
interest or principal of debts, or lending money, or paying 
a tribute, or an indemnity, derives from such an outgo an 
enhancement of the prices of its products and merchandise, 
inasmuch as it is only in products and merchandise that out- 
goes can be made. And it seems to be equally true, that a 
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nation having an extraordinary receipt, whatever the nature 
of it may be, whether tribute, indemnity, or the interest or 
principal of money loaned at some prior time, can only 
realize such a receipt in products and merchandise, and at 
prices necessarily raised by the fact of the enlarged market 
in the receiving nation. 

Stating the case generally and approximately, England is 
in the receipt from foreigners of five hundred million dollars 
of annual interest, which is paid in fact and necessarily in 
products and merchandise. It is thus a market for five 
hundred millions more of the world’s produce and merchan- 
dise, than it could be if it was not entitled to that sum as 
a creditor. The prices of such products and merchandise 
are thus somewhat raised, and the position of the nations 
which are her debtors, is somewhat relieved. If we could 
suppose a sudden and complete sponging out of these debts, 
the nations which owe them would get rid of a burden, but 
they would also lose a market, and it is this market which 
in some degree lightens the burden so long as it continues 
to exist. 

The London L£conomist said a few months ago, that if the 
India debt to England was increased, the exports from India 
to England must be increased, and must be sold at lower 
prices. This is correct as to the bulk, but incorrect as to 
the prices of the exports of India in the case supposed. 
The writers of the Zconomist fail to perceive the difference 
between exports for which a return in money is demanded, 
and exports for which no present consideration is paid, and 
which constitute an extraordinary receipt of the nation to 
which they are sent. Where neither extraordinary outgoes, 
nor extraordinary receipts affect the calculations, the money 
valuation of the exports of a country cannot be carried 
beyond the money valuation of the merchandise which other 
nations are able to give in exchange, and the tendency of 
an increase of the bulk of exports is to cause a reduction 
of their price. But no such principle governs when exports 
are the result of an extraordinary outgo, as the writers of 
the Lconomist might have seen without looking beyond the 
lessons taught by the British trade returns. England never 
obtained higher prices for rails and coals than when she 
exported the greatest quantities of them, not for pay down, 
but for national and railroad bonds. 

The extent to which extraordinary national outgoes and 
receipts affect prices, depends, of course, upon their magni- 
tude and the greater or less space of time fnto which they 
are compressed. 

The French and German case was an extreme one in both 
particulars, but hardly more so than the case of England, 
during the three or four years terminating in 1872-3, when 
its lendings reached their climax. If at the same time with 
thus marketing railroad iron and coal at double prices, 
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and other things in proportion, England had taken no bonds 
which have proved, or may prove, to be worthless, the gains 
would have been fabulous: And the losses, great already and 
likely to be greater, may still leave some margin of gain 
when all the transactions are taken together. We can tell 
better how that is when we see their final closing up. 

The adoption by this country of the policy of paying off 
the foreigner would usher in an era of prosperity, of which 
the gains would not be exposed to any substraction for losses. 
As the incurring of foreign debt meant for us importations 
at high prices, the discharge of that debt means exporta- 
tions at high prices. We should not pay in gold and silver, of 
which we have at present none to spare, but in the products of 
agriculture and in manufactures. Our capacity to supply them 
seems practically boundless, and industry languishes because 
supply outruns existing markets. Where can we better and more 
easily find the needed new market than in paid-off creditors? The 
additional supply for them can be found, without any dimi- 
nution of the supply needed to maintain the commercial 
exchanges which our wants demand, in the labor of those 
who are now involuntary idlers, but who would be furnished 
with work by the newer and better policy of exportation and 
liquidation. France lacked for nothing when producing the 
millions in merchandise which satisfied Germany. That was 
a case of stimulating the industry of those who were already 
industrious. France has but few idlers. The United States 
have a good many, and a large portion of them are com- 
pelled to be so by financial policies which have crushed 
production under intolerable burdens. 

Of a total of 530 million dollars of the German indem- 
nity paid down to October, 1872, only thirty-two millions had 
been paid in specie. Giving the particulars of this payment, 
and showing that the 530 millions consisted almost wholly 
of “the excess of commodities which France has furnished to meet 
the ransom,” the London Zconomist declared that if facts did 
not prove it to be so, it was “almost incredible that so vast an 
excess of exports can have been provided in so short a time with 
so little apparent derangement.” Great sums will seem smaller, 
when we consider them in connection with the industrial 
capabilities of great populations. It is estimated by some, 
that there are now in this country two millions of persons, 
who are able to be workers, and more or less willing to be 
workers, but who are actually doing nothing from the impos- 
sibility of obtaining employment. One thousand million dol- 
lars to be paid rapidly in discharge of that amount of our 
foreign debt, seems to be a large sum. But it will appear 
much less formidable when we consider that it would be 
paid, partly by an increase of the quantity of exported com- 
modities, the production of which would set at work perhaps 
two millions of idlers, and partly by an increase of the 
prices of what we sell abroad. 
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THE MONETARY SYSTEM OF THE DOMINION. 
BY DUDLEY P. BAILEY, JR. 


Not least among the benefits derived by the British 
provinces from their union, as the Dominion of Canada, has 
been the unification of their monetary system which was 
finally consummated in 1871. The basis of this system con- 
sists of gold, subsidiary silver and other coins, and legal- 
tender government notes. The denominations of the mone- 
tary units are, and have been since January 1, 1858, the same 
as in the United States, but the fineness of the coins, like 
those struck for circulation in Great Britain, is 44 for gold, 
and ;*?,5, for silver. The gold coins are legal tender for all 
amounts, the silver for ten dollars, and the copper and bronze 
for twenty-five cents only, in one payment. The Dominion 
notes are issued and redeemed according to their tenor in 
specie at various offices in the Dominion, and are legal ten- 
der except at the offices of issue. These notes, like the legal- 
tender notes of the United States, have green backs. The 
Receiver General is required to hold, in certain specified pro- 
portions, specie and Dominion or Provincial debentures, 
(bonds ) equal in the aggregate to the notes issued. Upon 
this basis is superimposed a convertible bank-note currency. 
The banks are required to hold, as nearly as may be, one- 
half, in no case less than one-third, of their cash reserves in 
Dominion notes. The currency of the country consists there- 
fore of specie, government notes and bank notes. 

It has been the policy of Canada, in marked contrast with 
that of the United States, to create a comparatively small 
number of banks having large capitals, instead of many small 
banks. The paid-up capital of the twenty-eight local char- 
tered banks in Ontario and Quebec, was on March 31, 1877, 
$ 62,261,792, giving an average capital of about $2,223,000 to 
each bank, against an average of about $240,000 to each of 
our National banks. There is no bank in the United States 
having so large a capital as the Bank of Montreal. On the 
other hand, the banks of the Dominion have numerous 
branches. In the whole Dominion, in January, 1877, there 
were besides private bankers, about forty-six banks and 258 
branches or agencies, in all, 305, scattered among 154 Cities 
and towns. The historical development of this peculiarly 
constructed system deserves a brief notice. 

The first bank established in Canada was the Bank of 
Montreal, which went into operation in 1817, with a capital 
of £ 250,000 ($1,000,000,) authorized, of which £ 87,500 
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($350,000,) were paid in the first year. In 1840-41, it had 
reached $ 2,000,000 paid up ; in 1844-45, $ 3,000,000 ; in 1854-55, 
$4,000,000; in 1860, $5,928,820, and it now amounts to 
$12,000,000, mostly paid-up, besides a surplus of $5,500,000. 
It has thirty branches, and probably wields a larger capital 
than any other bank on the continent. The Quebec Bank, 
the next in the order of time, is nearly as old as the Bank 
of Montreal, having been established in 1818, with a capital 
of £75,0co or $300,000. This has since been augmented to 

3,000,000, of which $2,500,000 is paid up. The Bank of 

anada was established in 1820 or 1821, and was succeeded 
in 1833 by the City Bank of Montreal, amalgamated in 1876 
with the Royal Canadian Bank, under the name of the Con- 
solidated Bank of Canada. There was, in 1820, a bank at 
Kingston, in Upper Canada, but the legislature annihilated it, 
and in its stead established at Toronto, in 1821, the Bank of 
Upper Canada, with £ 200,000 capital authorized, and 4 10,341 
paid in. It continued in operation forty-five years and failed 
in 1866. The Bank of New Brunswick, at St. Johns, the 
oldest banking institution in that province, and having at 
present a capital of $1,000,000, was incorporated in 1820. 
The Charlotte County Bank followed in 1825; the Commer- 
cial of St. Johns, (which failed in 1£67) and the Central of 
Frederickton, (closed in 1872) in 1834; the City of St. Johns, 
and the St. Stephens, in 1836. There were a larger number 
of independent local banks in New Brunswick in 1836 than 
there are now. The oldest bank in Nova Scotia is the Hali- 
fax Banking Company, established in 1825, carried on as a 
private bank until 1872, when it was incorporated. Its present 
capital is $500,000. The Bank of Nova Scotia, at Halifax, 
with a present capital of $1,000,000, and the Commercial 
Bank of the Midland District, at Kingston, afterwards the 
Commercial Bank of Canada, amalgamated with the Mer- 
chants’ in 1868, were bcth established in 1832. The Gore Bank 
at Hamilton, amalgamated in 1870 with the Canadian Bank of 
Commerce, and La Banque du Peuple, (at first a private 
bank,) at Montreal, with a present capital of $2,000,000, date 
from 1835. The Bank of British North America having a 
capital of £ 1,000,000 sterling, with its head office in London, 
Great Britain, was founded in 1836. There was also for several 
years the Farmers’ Joint-Stock Banking Company. These con- 
stituted the principal, if not the only, chartered banks estab- 
lished within the present limits of the Dominion, prior to the 
crisis of 1837. For many years they held almost exclusive 
possession of the field. The development of banking in Prince 
Edward Island and British Columbia is comparatively recent, 
beginning in the former in 1856, with the Bank of Prince 
Edward Island, at Charlottetown, and in the latter in 1862 
with the Bank of British Columbia, at Victoria. 

The population of the Canadas, New Brunswick, Nova 
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Scotia, and Prince Edward Island, in 1825, was only about 
860,coo, or 2.27 to the square mile, and there was but little 
accumulated wealth. Their means of communication were 
poor. There were in 1828 but 101 post-offices, 2,368 miles of 
mail route, and about 340,000 letters and 4c0,o0o newspapers 
posted. The currency in these early days, was in a state 
of great confusion. A writer describing the results of observ- 
ations, in 1817-18-19, states that the money in circulation 
consisted of pounds ($4), dollars, shillings, and pence, Canada 
currency, in Lower Canada, now Quebec, and United States 
coin principally in Upper Canada, (Ontario,) with some 
guineas, and French, Spanish, and Portugese coins. Another 
writer describing the condition of things in 1826-27-28, says: 
“The money in circulation is chiefly what is called dollar 
bills, being Provincial bank notes, and the Yankee half-dol- 
lars. British coins are very rare and are eagerly inquired 
after. ... Money matters are of a perplexing nature. A 
stock exchange broker would be baffled for some time, to 
manage them properly, the exchanges and premiums vary so 
much. ... There are numbers of shillings in circulation, but 
being the mintage of all nations, few can tell the exact value 
of them unless weighed as old silver, which is never done 
except one has a quantity of them. Every sort of a copper 
piece is a half-penny. I have no less than 120 different kinds, 
the greater part of them old copper coins of Britain, and 
merchants’ tokens all over the world. If a lot of farthings 
be taken to a smithery and receive a blow from a sledge ham- 
mer, on the anvil, they will then be excellent Canadian cop- 
pers. Rich men are by no means plentiful; indeed a 
£20,000 man is very rare.” The bank-note circulation of 
Lower Canada in 1825 was $501,480, or a little over one 
dollar per capita, and the circulation in all the provinces 
could have been scarcely more than $750,000. Their whole 
foreign commerce in 1829 amounted to only about $ 12,000,000. 
There were in all the provinces, in 1836, thirteen chartered 
banks, with thirty-two branches or agencies. The returns 
from twelve of these embracing all except one small bank in 
New Brunswick, and including the capital of that, give the 
following results for that year in Canada currency : 
No. of Loans and 
Province. Banks. Capital. Circulation. Deposits. Specie. Discounts. 


Lower Canada.........0+ 3 -. £525,000 .. £338,423 .. £341,445 -- £152,795 . £1,016,925 
Upper Canada........... © v0 447455 + 429,689 .. 197,228 .. 131,563 -- 814,189 
Nova Scotia.....ccccess. I ee 62,500 .. 87,944 -- 40,276 .. 36,834 «- 68,379 
New Brunswick % ws 240,188 .. 191,308 .. 104,891 «+ 79,103 «+ 370,449 
PrinceEdw’dIs.77.Notes - .. ——.. 14,780 .. — .. — « -— 


Total. veccescsccses 12 «+ 19275,143 -- 1,062,144 -- 683,840 .- 400,295 .. 2,269,942 
Equivalent to U.S. Coin. - $5,100,572 . $4,248,576 . $2,735,360 . $1,601,180 . $9,079,768 
This statement includes, as part of the circulation for Nova 
Scotia, £ 57,000 of Province paper, receivable in payment of 
duties, but does not include statistics of the Halifax Banking 
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Company, Banque du Peuple, and other private banks, of 
which there were two or three in Upper, and three in Lower 
Canada. The total volume of the circulating medium at 
that time was estimated by R. Montgomery Martin at 
$8,300,000, or $6.23 per capita, of which $2,840,000, or $ 2.13 
per capita, were coin, and $5,460,000, or $4.10 per capita, 
paper. 

In 1837 the distrust excited by the political disturbances 
in Lower Canada, combined with the financial crisis in the 
United States, brought a pressure upon the banks which 
they were not prepared to meet. The Bank of Montreal sus- 
pended specie payment on the 18th of May, 1837, and the 
other banks of Lower Canada did likewise. The banks of 
Upper Canada appear to have held out until March, 1838, 
when they, too, suspended. , The banks of Lower Canada 
resumed in May and June, 1838, but owing to the unsettled 
state of things in that province, they were subjected to a 
heavy run for specie in the following autumn, which com- 
pelled them again to suspend early in November, 1838. The 
banks in both provinces resumed permanently in 1839. After 
the suspension of specie payments the bank-note currency, 
then and ever since the principal medium of exchange, 
began to depreciate, sterling exchange rapidly advanced, 
reaching a premium of 22 per cent., and prices moved 
upward in sympathy. The crisis was aggravated by the 
reckless conduct of certain private banks, such as usually 
come to the surface in every era of speculation. Among the 
worst of these was the Agricultural Bank at Toronto, oper- 
ated by Truscott & Green. Its career was brought to a close 
late in 1837 or early in 1838 by the flight of its proprietors ; 
and the bank collapsed entirely, leaving unredeemed a large 
quantity of its worthless paper fraudulently put in circula- 
tion by traveling agents just previous to its failure. In both 
the provinces laws were passed forbidding the issue of circu- 
lating notes by unauthorized persons. There was, however, 
for many years little general legislation on banking, but 
restrictive provisions calculated to prevent the recurrence of 
the evils lately experienced were inserted in the charters. 
The banks were allowed to issue notes from $1 upwards to 
the amount of their paid-up capital, specie and debentures, 
but the amount of notes below $4 was limited usually to 
one-fifth of the paid-up capital. Suspension of specie pay- 
ments beyond a specified time worked a forfeiture of char- 
ter. They were not allowed to owe more than thrice their 
capital, one-tenth of which they were required to have invested 
in provincial debentures. Stockholders were made liable to 
the amount of twice their shares. Banks were also required 
to make monthly returns, to be published in the Canada 
Gazette. The union of Upper and Lower Canada in 1841 
made it possible to bring the banks under more efficient 
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and harmonious regulations. A tax at the rate of one per 
cent. per annum was imposed half-yearly on the average 
amount of the bank circulation in excess of specie and 
debentures. 

In 1850 an attempt was made at a more radical treatment 
of the question. A free banking law (13, 14 Victoria, ch. 21) 
was passed, by which any number of persons, not less than 
five, were authorized under certain regulations to associate 
themselves together as a joint-stock bank, with a capital of 
not less than $100,000, and on depositing with the Receiver- 
General certain specified classes of securities, were to receive 
for circulation bank notes of one dollar and upwards, num- 
bered and registered for the purpose to an equal amount, 
not less than $100,000, and not exceeding the paid-up capi- 
tal of the bank. These notes were to be free from the duty 
of one per cent. imposed in other cases upon the bank cir- 
culation. The stockholders in these banks were liable to the 
amount of twice their shares, unless by agreement they fixed 
a larger liability. If a bank failed the securities deposited 
were to be sold, and the proceeds applied first to the pay- 
ment of its notes and afterwards to the payment of its other 
liabilities. The chartered banks existing August 10, 1850, 
were allowed under certain conditions to deposit securities 
and receive and circulate registered bank notes, on which no 
tax was to be paid. They might escape this also by restrict- 
ing their issues within prescribed limits. 

The free-banking law remained in force until 1866, when 
it was repealed, except as to the Bank of British North 
America, which continued to issue notes of $1 and $2 under 
it, as it could not do under its charter. As the system of 
chartered banks had become rooted, and as the Legislature 
continued to charter banks with greater privileges than 
could be enjoyed under the general law, the latter remained 
almost a dead letter. Only a few small and feeble institu- 
tions ever came into operation under it. Several of these 
subsequently obtained charters, but, with the exception of 
Molsons Bank, not one of them is believed to be now in 
existence, all the rest having failed, discontinued or been 
amalgamated with others. 

On the 31st of July, 1850, about the time of the passage 
of the free-banking law, there still remained in the Canadas, 
besides the Farmers’ Joint-Stock Banking Company, (capital 
only, $100,000,) but eight chartered banks, with a paid-up 
capital of $11,103,520; a circulation of $5,239,728; deposits 
$6,097,044, and loans $17,499,592. A period of expansion and 
great apparent prosperity now commenced. During the years 
1852-56 inclusive millions of capital, largely from abroad, 
laid out upon railroads and other public works, led to 
extravagant speculations in wild lands. Schemes for new 
villages and towns were set afloat in every direction, divert- 
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ing a large amount of capital from the legitimate purposes 
of trade and agriculture. The high prices of breadstufis, 
the influx of foreign capital, and the consequent extrava- 
gance which characterized the expenditures of all classes 
throughout a large section of the country, had the effect of 
stimulating every branch of trade to an unprecedented degree, 
and mercantile transactions were carried to an extent far 
beyond the wants of the country. The foreign trade of the 
Canadas increased from $29,703,497 in 1850 to $75,631,404 in 
1856, or about 155 per cent., and the excess of imports over 
exports from $3,815,907 in 1850 to $11,537,370 in 1856, or 
202 per cent. New banks were multiplied in response to the 
demand created by this great development of trade. In the 
six years, 1850-55, eleven new banks were started, of which 
eight that actually went into operation, had an authorized 
capital of over $6,700,000. In the meantime the banks 
already existing were authorized to increase their capital to 
the amount of over $7,700,000. In the two years, 1856 and 
1857, five new banks were incorporated, with an authorized 
capital of $9,000,000, and in 1858 another with an authorized 
capital of $3,000,000, besides an increase of $2,000,000 granted 
to the Bank of Quebec. This list is incomplete, but the 
whole number of new banks started from 1850 to 1858 
inclusive, counting those organized under the general law, 
was at least seventeen, and the new capital authorized 
upwards of $27,400,000. The demand for bank accommo- 
dation was pressed to the utmost limit. On the .31st of 
December, 1856, thirteen banks (being ail except the Gore 
Bank) with a paid-up capital of $20,705,540, deposits of 
$11,922,456, and a circulation of $14,496,602, had extended 
their discounts to $45,738,660, an increase of 160 per cent. 
over 1850. Their specie was $3,930,739, against $1,436,444 
in 1850. 

The culmination of this speculative period in 1857 was 
followed by a disastrous reaction. The expenditure upon 
public works was curtailed in 1857 and nearly ceased in 
1858. The harvest of 1857 was deficient and that of 1858 
more so. The land speculation had absorbed the means of 
many a farmer and diverted him from the proper cultivation 
of his farm. The foreign trade declined to $52,550,461 in 
1858, the imports falling $14,506,535 and the exports 
$8,574,408 in two years. The exports showed the earliest 
recovery, and in 1860, on a total trade of $68,955,093, slightly 
exceeded the imports. The older banks, without exception, 
passed successfully through the crisis, but some of the newer 
and weaker ones succumbed. The Colonial Bank, established 
in 1856, and the International in 1857, failed after a short 
run in the autumn of 1859, the former with $119,021 and the 
latter with $75,300 of notes in circulation by their latest 
returns, a large portion of which was a loss to the public. 
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The Bank of Western Canada, established in 1859, became 
insolvent, and wound up in 1860. The Bank of Brantford, 
chartered in 1857, withdrew from business in 1863, and in 
the same year the Bank of Clifton, formerly the Zimmerman 
Bank, originally started under the general law, but incorpo- 
rated in 1855, had its charter revoked on account of its insol- 
vency. Of the millions nominally constituting the capital of 
these banks, but a small fraction had been paid in. On the 
31st of January, 1861, the paid-up capital of the banks then 
in operation, fourteen in number, was $25,710,516; their cir- 
culation $12,832,657; deposits $ 16, 292,253; specie $4,340,546; 
discounts $41,236,525. The discounts continued to decline 
until August 31st, 1861, when they were only $38,559,279. 
Except for a short time in 1864 the discounts did not, until 
the latter half of 1866, again reach the amount at which they 
stood: at the close of 1856. The circulation declined to 
$8,066,202 in 1865, and, except in the autumn of 1861, did 
not again reach the figures of 1856 until May, 1870. The 
foreign trade increased but slowly, reaching $96,479,738 in 
the year ending June 30, 1866. 

In the six years, 1861-66, eight new banks were chartered 
in the Canadas, which, with the Bank of British Columbia, 
had an authorized capital of $13,500,000. On the other 
hand, the Intercolonial Bank withdrew from business in 1865, 
and on the 18th of September, 1866, the Bank of Upper 
Canada failed, with $3,734,000 of liabilities, besides its paid- 
up capital of $1,937,287, most of which was lost. It has 
since gone into liquidation. In 1867 there were, in what is 
now the Dominion, about 32 parent banks and 153 banks 
and branches or agencies in sixty-four cities and towns, 
against 23 banks and 123 banks, branches and agencies in 
fifty three cities and towns in 1860. There were 18 banks 
in the Canadas, 4 in New Brunswick, 5 in Nova Scotia 
(besides the Halifax Banking Company), 4 in Prince Edward 
Island, and 1 in British Columbia. In Nova Scotia the banks 
were allowed to issue no notes below $20, but the govern- 
ment had for a long period circulated Treasury notes of $4 
and $5, of which there were outstanding in June, 1866, 
$502,488. The government of Prince Edward Island also 
issued Treasury notes in denominations of five shillings, 
Island currency (about 83 cents), and multiples thereof up 
to £5, of which there were outstanding in August, 1866, 
$36,800. The Year Book of Canada for 1867 gives the fol- 
lowing approximate statistics of the banks in the provinces 
for 1866: 


Circulation 
Paid-up including 
Capital. Prov. Notes. Deposits. Specie. Discounts. 
ROOD icccdncuwees $30,000,000 . $12,000,000 . $28,000,000 . $6,000,000 . $44,000,000 
New Bru 2,200,000 .. 1,250,000 .. 1,400,000 .. 350,000 .. 4,000,000 
Nova Scoti Buss 2,000,000 .. 2,000,000 .. 2,000,000 .. 800,000 .. 4,500,000 
Prince Edward Island... 200,000 .. 250,000 .. 150,000 .. 50,000 .. 500,000 


Total....seeseeee $34,400,000 . $15,500,000 . $31,550,000 - $7,200,000 . $53,000,020 
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As compared with 1836 the capital of the banks had 
increased ‘nearly seven-fold, their circulation less than four- 
fold, their deposits more than eleven-fold, their specie four 
and one-half times, and their discounts nearly six times. The 
circulation still amounted to only about $3.87 per capita 
against $3.20 in 1836, while the deposits were $7.89 per 
capita against only $2.06 in 1836. This large increase of 
deposits, which during the previous ten years of depression 
had more than kept pace with the growth of population, 
while the circulation had on the whole declined, indicates an 
extension in the use of the banking machinery by the substi- 
tution of checks for currency as a medium of exchange. 


( Zo be concluded in August No.) 


BANK CLERKS’ PROVIDENT FUNDS. 


[ FROM THE LONDON BANKERS’ MAGAZINE. | 


There is evidence in the proceedings of those banking 
companies in which provident funds have been established 
among the officers and employés, not only of the permanence 
of the funds, but of their continuous extension, modification 
and improvement. The whole work hitherto has been a work 
of progress towards fuller and better arrangements. Origin- 
ating often in benevolent contributions in cases of extreme 
necessity, the idea gradually developed in favor of more 
systematic arrangements, in which the recipients, unless their 
claims lapsed through their own misconduct, should partake 
as of right in the benefits. Rates of contribution were agreed 
to; the nucleus of a fund formed; and as the interest of the 
officers and servants of the company themselves increased in 
the subject, what was confined to a few became more general, 
till the directors and managers, seeing the importance of the 
system, gave a great impulse to the movement, meeting in 
some cases the employés more than half way, placing the 
funds on a stronger and broader foundation, adding new ele- 
ments of provision, and helping to place all the regulations 
in a legal, binding, and permanent form. When the system 
was thus far consolidated it has sometimes been made com- 
pulsory, and embraced all in the employment of the com- 

any. 

. This has been much the course followed in the case of the 
Scotch banks, where some provident association among the 
officials and clerks was early taken up, and has been steadily 
extended and improved ; though in no case, probably, has it 
yet assumed quite so large and varied a scale as in some of 
the greatest London banks. The arrangements in Scotland, 
however, are everywhere well spoken of, have been satis- 
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factory and prosperous in their results, and probably had 
considerable influence in extending the movement in the 
metropolis. 

The provident funds of the Scotch banks, with the excep- 
tion of a Guarantee Fund in some few cases, have been 
directed chiefly to the endowment of the widows and children 
of deceased officers and other employés. 

The fund of the Bank of Scotland for the latter purpose 
was established in 1821, and has thus had more than half a 
century of successful operation and experience. - It is wholly 
conducted by the contributors, who have an annual general 
meeting for the revision of rules, and the appointment of a 
committee of management, in which the treasurer of the 
bank sits ex oficio. But the rules are approved and confirmed 
by the directors, who are, also, final arbiters in any dispute 
arising in connection with the fund ; and under this sanction 
the system has become obligatory on all in the service having 
a salary of £ 30 or upwards, including messengers and other 
servants of the bank. The latter take a lower interest in the 
fund than the clerks and officials, which, however, may be 
increased from time to time; and they have votes at the 
annual meeting in proportion to their interest. The contri- 
butions to the fund are annual payments according to the 
amount of salaries; an entrance fee, increasing with the 
number of years of age above 21 at which one enters the 
service; a marriage-tax; an equalizing tax in event of the 
age of the husband exceeding that of the wife, and in pro- 
portion to that excess of age; and a child tax, in lieu of 
marriage tax, in the case of the entrant being a widower with 
a lawful child or children under age. The annuities granted 
are strictly alimentary, and it is provided that they shall not 
be subject to arrestment or any other legal diligence, or fore- 
stalled or discharged by any annuitant. From the peculiarity 
of this system it may be presumed that, having been founded 
at an early period, and having proved always adequate to the 
purposes in view, it has retained its original outlines, subject 
to such minor modifications as may have been adopted at the 
annual general meetings. The marriage tax might also be 
objected to as an unhandsome embargo on matrimony, but 
more probably it has only the effect of inducing the officers 
and employés of the bank to prepare all the better for the 
~great event of life, and ample reason is found for it in the 
fact that it is only the married men, and widowers who have 
children under age, who benefit from the fund. The bache- 
lors go on paying cheerily a lower annual rate than the 
married men, conscious that by a little fine on the salaries 
they are doing a good and proper act in itself, as well as 
preparing for that consummation of their own happiness 
which all the Benedict class of people are well known to 
entertain to the last hour of their lives. The Widows’ and 


4 
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Orphans’ Fund of the Bank of Scotland, invested in Govern- 
ment and approved stocks or in real and heritable securities 
under instructions of the committee of management, and as 
often as practicable placed in the names of the Governor and 
Company, or of three of the bank’s officers as Trustees, is in 
a highly prosperous condition. We are informed that the 
annuities which the contributors have to dispense are, at the 
present time, £ 45 to a widow, and the same to the children, 
being minors. 

The Officers’ Widows’ Fund of the Royal Bank of Scotland 
appears, from the original contract, to have begun as far 
back as 1820; and it is now consolidated and regulated by 
an Act of Parliament passed in 1870. It appears from the 
preamble of this Act that the annuity payable from the fund 
at that time to the widows of deceased officers and clerks 
was £ 80, and to the widows of deceased porters £ 20 per 
annum ; and that the fund having been calculated to be 
sufficient to yield annuities of #100 in the one category, 
and £25 in the other, it was expedient to extend the fund 
more generally among the officers and clerks of the bank, 
not only in Edinburgh and Glasgow, to which it was origin- 
ally confined, but in all the branch offices, therefore it was 
desirable that this Act should be passed. The Act, in effect, 
provides that the widows of contributors to the then existing 
fund shall receive annuities of the amounts named in the 
preamble, on a continued annual payment, in the case of 
officers and clerks, at the rate of £4, and in the case of 
porters at the rate of £1; and that the annuities of widows 
of future contributors shall pass under three classes—£ 60, 
440, and £ 20—according to a scale of payment annexed to 
the Act. The purchase of an annuity for the widow and 
children under age of a marriage is more onerous than 
might seem. It is as different as possible from the payment 
of a fixed sum on a policy of insurance at death. A capital 
sum of £100 at death, for example, may be purchased at 
25 years of age for an annual payment of £2 or less. But 
if the right of a widow or children, or both together, to an 
annuity of £ 100 should extend, in the course of nature, only 
over ten years after the decease of the head of the family, 
the liability of the fund would be £ 1000. The scale of pay- 
ments for annuities to widows and children, annexed to this 
Act, is consequently formidable enough to those who may 
not be initiated in these matters. An unmarried man for 
example, of 22 years of age, must begin to pay £6. 8s. 7d. a 
year to secure an annuity covering the surviving life or 
widowhood of his supposed wife, and the minority of all his 
supposed children. If a man be already married at 22, he 
must begin to pay #10. 15.5d. a year. And these rates 
increase on both sides at every subsequent year in which the 
action is taken, till at 46 the bachelor and the married man 
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have to pay precisely the same annual sum to secure the 
same results, viz., #16. 10s. The actuaries work out strange 
but still very accurate results. There is just as much proba- 
bility that a bachelor of 46, or even to 56, will marry a lady 
much younger than himself, and leave at his decease a num- 
ber of young children, as that a man, having married at any 
time between 36 and 46, will have done substantially the 
same thing as regards an annuity for his relict and offspring. 
It may be observed that the Royal Bank Act, though entitled 
the “Officers Widows’ Fund Act,” applies to lawful children 
of marriage, with or without widow, as in the case of the 
Bank of Scotland, though it is put more clearly in the Act 
of the Royal than probably elsewhere. If the wife has pre- 
deceased the husband, the annuity falls to the children in 
minority ; and if the wife survives the husband, the annuity 
still falls to the child or children then in minority. The 
minority of son or daughter alike extends to 21 years of age, 
and nothing can be clearer than the words of the clause 
declaring the status of the children—“that the right of such 
children to the said annuity shall cease on their respectively 
attaining the age of 21 years, and shall accresce and 
devolve to the other child or children (if any) under that 
age.” The claim of the children to the annuity has the same 
effect whether the widow die or marry again. The Act of the 
Royal Bank gives contributors the power, by deed or writing, 
to apportion the annuity one-half between the widow and the 
children. There is, also, a clause in the Royal Bank Act 
maintaining the marriage and equalizing taxes of the original 
system. That is to say, a contributor who has entered as a 
bachelor, is required on his marriage to pay £5 to the 
treasurer of the fund, and one pound more for every year his 
age exceeds that of his wife—this being obviously a point of 
honor between the bachelors and married men of the Scotch 
banks, all, no doubt, hovering equally on the verge of Hymen, 
but every one more audacious than the rest in entering 
the temple being deemed fair prey for a few pounds more to 
the fund. Though there must have been much merriment 
over this part of the question in the Scotch banks, yet it all 
seems to proceed on a scientific calculation. The one pound 
more for every year the age of the bridegroom exceeds that 
of the bride is very significant, and goes down, indeed, to the 
depths of social philosophy. 

The Act, 1870, of the Royal Bank of Scotland, transferred 
the whole property and effects of the then existing fund to 
a body of trustees, consisting of the principal officials of the 
bank, under the guarantees already described to the then 
present contributors, and inaugurated a rate of payments on 
a scale of annuities suited to the various classes of employés 
in all its numerous offices. But the fund remained one and 
indivisible. A contributor entering under one amount of 
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annuity could rise to a higher under carefully estimated pro- 
visions ; and if a contributor should leave the employment of 
the bank, he could either continue his contributions plus 20 
per cent. and retain his interest in the fund, or surrender it 
on valuation, without being entitled to claim repayment of 
any part of the contributions he had paid. This system, 
though regulated of late by an Act of Parliament, has hith- 
erto been entirely voluntary in its operation. The number 
of contributors at Candlemas, 1876, was still no more than 
ror, and yet the excess of income over expenditure for that 
year was £ 1,820, and the total invested funds 4 29,445, of 
which ¥ 11,210 consisted of Royal Bank stock, bought for 
the fund and appearing in the balance-sheet at ¥£ 16,253, 
but now worth ¥ 26,544. For every contributor there was 
in reality nearly £300 of invested funds. It would appear 
from the report of the last annual meeting that there is some 
disappointment that the membership has not increased more 
rapidly than it has done, and measures are in progress to 
give the scheme a broader compass. Very probably the sys- 
tem of provisions for widows and orphans in the Royal 
Bank of Scotland will gradually become obligatory on all the 
officers and employés of a certain age and salary, as in 
several other cases, with probably a reduction of the pay- 
ments. 

The National Bank of Scotland, proceeding on a voluntary 
contract among the officers and employés to raise and main- 
tain a fund for the benefit of their widows and children, 
resolved by a minute of directors in 1857 that all persons 
thereafter entering the service of the bank, should be bound, 
as a condition of their appointment, to become members of 
this Annuity Fund. The British Linen Company, the Com- 
mercial, and probably one or two more of the Scotch banks, 
have similar funds, directed mainly, as the rule in Scotland 
appears to have been, towards provision for the widows and 
orphans of deceased employés of the banks. But, not to 
repeat, let us take the case of the National, whose procedure 
was somewhat different from that of the older banks already 
mentioned. 

The National, seeing that the question of provision for 
widows and orphans chiefly concerned married men, adopted 
the Carlisle tables regarding that branch of insurance as the 
basis of the payment of their married employés; but, to con- 
nect the scheme throughout, required from unmarried 
employés, in receipt of £50 salary and upwards, an annual 
payment to the fund of ¥ 2. 2s., irrespective of ages. And, in 
the same sense, when the wife of a married member died, 
and he had no children, or when he had no children in 
minority or under twenty-one years of age, he ceased to pay 
the married rate, and was only liable for the uniform pay- 
tient from all unmarried members of ¥ 2. 2s., unless, indeed, 
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he married again, in which case he was rated once more on 
the matrimonial scale. The minor rules of the National 
Bank, with respect to the claims of widows and children, fol- 
low much the same model as that of the older banks in 
Scotland, only there is no special tax on the event of mar- 
riage, or equalizing tax for the excess of age of the bride- 
groom over the bride, as in the cases above noted. But as 
the scheme of the National contemplated only a maximum 
annuity of £ 20 to any widow, the payments, of course, were 
less heavy, and may have carried all the less interest 
both among the directors and the officials. 

It may be observed of all these Widows and Orphan 
Funds of the Scotch banks that they are supplemented by 
donations from directors and others, and are supported 
throughout in a generous spirit. In every case the anxiety 
seems to be to increase the annuities on a dependable 
basis. The funds and their liabilities are specially investi- 
gated by actuaries at stated periods—generally every five 
years—and the committee of management is more or less 
liberal in its dispensations of amount of annuity as the 
report may advise. There is usually a proviso that the 
annuities may either be increased or diminished as the state 
of the fund may impose. But hitherto the optional proviso 
thus reserved has been exercised on the line of increase. 

We believe that it has been the practice of the Scotch 
banks to grant retiring allowances or pensions to such of 
their officers and servants as from long service, illness or 
other sufficient reasons, may have retired from active duty, 
and these payments were in the ordinary way debited to the 
annual charges of the bank. It occurred, however, to the 
Clydesdale Banking Company that it would be a desirable 
thing to set apart a distinct fund from which these allowances 
could be drawn. The following clause from the report of 
the thirty-seventh general meeting of the partners held on 
February 3rd, 1875, shows the conclusion to which the direct- 
ors came on this subject : 

“The bank having now been established for upwards of 
thirty-six years, the directors have had to consider the case of 
several officers, who, from advancing years and length of 
service, might fairly look forward to be released from active 
duty, and they would recommend to the partners that the 
board should be authorized to form a Superannuation Fund, 
for the purpose of meeting such retiring allowances, as they 
may consider warranted by the circumstances of each case.” 

With respect to Guarantee Funds, the Bank of Scotland 
and the Clydesdale have probably the lead of other Scotch 
banks in an integral system of security, founded on the con- 
tribution of their own officials, and exercising a common 
influence through the whole service. The regulations of the 
Bank of Scotland in a department, generally well attended 
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to by all the banking companies in one form or other, may 
not be unworthy of note. The bank requires from every 
officer an amount of security fixed from time to time by the 
directors—the minimum amount being £ 500—and, in lieu of 
the ordinary modes of finding such security, has deemed it 
best and most expedient to call upon every officer to pay to 
the credit of the Guarantee Fund 2s. 6d. per cent. per annum 
on the amount of security attached to his office. The direct- 
ors contributed to the fund £500 during each of the first 
four years of this system. The fund, while credited with the 
contributions from the bank and the annual payments of the 
officers, was to be debited with all losses which might be 
sustained by the acts or defaults of any officer, so far as the 
same might not be recovered from the officer himself; but the 
demand of the bank on the fund should be limited to the 
actual sum for which the defaulting officer was required at 
the time to find security. The fund was to be placed in 
deposit with the bank at four per cent. interest, and when the 
balance at the credit of the fund reached ¥ 10,000, and so 
long as such balance was maintained, the surplus was to 
be carried to the Widows’ Fund. When the balance at the 
credit of the guarantee amounted to ¥ 8,000, further pay- 
ments from officers who had contributed in all £1 per 
cent. of the amount of security required from them stopped, 
and will not be resumed till the balance of the fund was 
reduced to £7,000. They might then be called upon to 
contribute 2s. 6d. per cent. on the amount of their security 
till the balance rose again to £8,000. This arrangement 
was not to relieve any officer from a personal bond of 
security to the bank, which would remain in every respect 
the same as if the Guarantee Fund had never been con- 
stituted ; but it was provided that all cautionary obligations 
held by the bank from the officers should, six months after 
their first contribution to the Guarantee Fund, be discharged. 
In the case of officers who contributed the full premium 
required by the Bankers’ Guarantee and Trust Fund of Lon- 
don, and were not members of the Widows’ Fund, they 
should not be required to contribute to the Guarantee Fund 
so long as the other security was satisfactory to the 
directors. But officers holding the security of the Bankers’ 
Guarantee and Trust fund, who were members of the 
Widows’ Fund, would be held to be in the same position 
as those who had paid 20s. per cent. to the Guarantee 
Fund, and would only be required to contribute to that 
fund equally with them. This is the system of guarantee in 
operation in the Bank of Scotland for the last seven or 
eight years, and the result, we believe, has been there the 
same as in other cases. The Guarantee Fund is entirely 
prosperous. Four or five years’ contributions from the 
officials in a lifetime, or half a lifetime, keeps it full; and 
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so far from being a burden on the hard-working clerks of 
the banks, it relieves them from the heavier cost of the 
Guarantee Companies, or the still more disagreeable bur- 
den of finding private cautioners. 


—_—_—_—_OOO Se 


SOME EMBARRASSMENTS OF THE SILVER 
QUESTION. 


Until recently I had accepted as true the British idea in 
finance, that gold only should form the monetary standard of 
the world. On some reflection I find my faith growing 
weaker, and grave doubts taking the place of former confi- 
dence in the wisdom of the demonetization of silver. I have 
no doubt that it would be better if there were but one metal 
in use; the fact remains that there are two, and we must take 
things as we find them. The question is, whether it is wise 
or safe to discard an agent which has been in use so long, 
which in some countries is used exclusively, and in others 
in conjunction with another agent of equal power and useful- 
ness. Can either of these agents safely be cast aside after 
their long service to the world ? 

The amount of silver in use as money is said to be some- 
thing over 3,000 millions. Assuming that a large percentage 
of this amount is to be'withdrawn from the volume of the 
medium of exchange of the world, we should have nearly 
3,000 million dollars worth of metal, which has been in 
active use in a certain employment, withdrawn from it and 
put on the market for other and entirely different uses. 
There must then be a largely increased demand for it in the 
way of plate, jewelry, etc., or it must be used for some 
purpose where it has not been used before, or it will become 
a drug in the market. Heretofore it has had a value imparted 
to it as a measure of values in other things; this value would 
be entirely taken away by its demonetization, and the only 
value it would possess would be that which it might have 
for the manufactures. By its demonetization it would lose 
its dignity, and must descend into the ranks of ordinary 
meiais; the fact that it might be worth more than lead or 
copper would not prevent it from being thus classed. To 
what extent it would be used in the manufactures, would be 
determined largely by its value. If it should not decline in 
price to any great extent, the demand for manufacturing 
purposes would not be largely increased, probably not to 
exceed the amount that would be produced from the mines. 
If it should fall very much in price, the demand undoubtedly 
would be enlarged, but can we assume that the demand 
would be great enough to take up the large amount that 
would be on the markets, and which must be sold at some 
price ? 
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Under the circumstances in which we should thus find 
silver, what its price would be we have no means of esti- 
mating, but to assume that the decline in price would be 
small would be to assume something contrary to all human 
experience in other things. Suppose the decline in price 
should be only ten per cent., the loss to the world would be 
300 millions; if twenty per cent., 600 millions; if thirty per 
cent., goo millions; if fifty per cent., 1,500 millions. I do not 
know that we should be justified in limiting the decline at 
any of these figures, for we have no data to go upon unless 
we take the recent decline in silver, which I think will fairly 
illustrate what we may expect from its demonetization. We 
have seen silver fall from sixty pence per ounce to forty-six 
and three-quarter pence. This great decline I think was 
due to two causes, the appreciation of gold brought about by 
the accumulation in France and Germany, to meet the new 
wants, first in France for specie resumption, and in Germany 
for the purpose of replacing with gold the silver which had 
been demonetized, and was finding its way to the bullion 
market. 

We see that the increased demand for gold of necessity 
enhanced its value, and the disuse of silver in Germany les- 
sened its value, for the simple reason that the supply was 
greater than the demand. The two causes combined, undoubt- 
edly made the difference between gold and silver greater than 
it would have been either from the increased demand for 
gold, or the natural increase of silver from the mines. There 
were doubtless other forces at work at the same time, but I 
think the two which I have mentioned were the principal 
causes of this serious decline. All silver, in whatever form 
must share the same fate with coin, which would add to the 
loss on coin, and swell the amount to a considerable degree. 
All this loss would fall directly on the owners of silver, but 
every nation must feel this loss by the effect it would have on 
the commerce and industries of the world. To the extent 
of the whole amount of loss on silver must the impairment 
of the ability to purchase and pay for goods be felt 
by every industry, the result of which would be depression 
in business, and a largely decreased demand for labor. Great 
as the direct loss on silver would be, and the effect on busi- 
ness, I think the test of this question is not what the effect 
would be on silver, but what it would be on all other things, 
which are now measured by gold and silver combined. 
Nearly one-half of the coin in use being silver, what would 
be the effect on the price value of all kinds of property, if 
we destroy nearly one-half of the money of the world and 
transact all business on the basis of what remains ? 

It is conceded that the amount of the gold and silver which 
circulates as money fixes the price of all other commodities. 
Whenever the medium of exchanges becomes enlarged either 
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by an increase of the metals or by an irredeemable paper cur- 
rency, prices advance until they reach the point where a fur- 
ther increase cannot take place without being preceded by an 
increase of the medium of exchanges. It is equally true that 
when we contract the medium of exchanges prices fall and if, 
from any cause the contraction be prolonged, depression will 
set in, labor be unrewarded, and hard times the complaint on 
every side. It follows, that if the money of the world be 
reduced nearly one-half, prices of commodities must shrink so 
as to meet the new condition of things, unless there be an 
increase of the metal which should be the monetary standard 
of the world. The most sanguine advocate of the single 
standard will not claim that there will be such a production 
of gold as will fill the place of silver after its demonetiza- 
tion; therefore prices of commodities must fall so as to meet 
this new condition of a reduced volume of the medium of 
exchanges. If prices do not fall with the reduction of the 
amount of money at command, it will be because other 
devices will be resorted to to supply the place of the demone- 
tized silver, and it is easy to guess what these would be. The 
commerce of the world would be carried on with less coin 
and more paper money; the financial structure of the world 
would have a foundation less solid than the present one, 
which is not too strong, but the contrary, for one of the 
great causes of distrust is the immense superstructure of 
credit on a foundation of coin not broad and strong enough 
to bear any great strain without causing serious trouble. If 
credit should take the place of coin driven out of use, it 
seems to me we should not have specie payments at all, but 
a chronic condition of suspension and irredeemable paper 
money. While suggesting that an era of irredeemable paper 
money might follow the demonetization of silver, the proba- 
bilities are that the resulting evil would come in a great 
shrinkage in values. 

The volume of public and private debts is large, and 
whatever may take place the debts will remain unless paid; 
but changes may occur which will render the property 
with which these debts must be paid of only one-half its 
present value, and thus double the burden of the individual 
as well as of the National debtor. It cannot be wise to 
deliberately bring about a condition of things which will 
reduce the value of all the property by virtue of which 
these debts were created, thereby diminishing the ability to 
pay the debts already in existence. It is not wise or just to 
make any arbitrary change which will affect the rights and 
interests of the creditor class adversely; neither can it be 
wise or right to pursue a course which will add to the 
already heavy burden of the debtor class. Would it not be 
better for the whole world to adopt the bi-metallic system, 
with its imperfections, rather than go through the great 
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dangers, and possible bankruptcy, which may follow the 
demonetization of silver? 

If the difficulties above mentioned are imaginary, then of 
course they do not constitute any valid objection to the 
demonetization of silver. But if they are real, and if we find 
that whenever the medium of exchange is permanently 
enlarged, either by an irredeemable paper money, or by gold 
or silver, that there follows as a natural result a rise in 
prices; and if we also find, whenever the medium of ex- 
change is permanently contracted by either the redemption 
and destruction of the hitherto irredeemable paper money, or 
by the falling off in the production of gold or silver from 
the mines, or by its absorption in the manufactures, or any 
other cause, that prices fall ;—if in fact we find that what is 
a principle in currency, and a law that works with an irre- 
sistible power in the one case, does not suspend its operation 
in the other, then we may well hesitate before we join the 
army of the single standard—we may well ask ourselves if 
what we shall gain by demonetization will compensate for 
what it will cost. From this view of the question, what 
would be the true policy for the United States? Ought we 
to remonetize silver? No, for by so doing, unless in unison 
with the other leading nations which have demonetized it, we 
should be making this country a reservoir into which would 
flow the discarded silver of Europe. If thus far my reason- 
ing has been correct, the United States would not only have 
to bear its share of the trouble that must come to all the 
nations, but must also bear the direct loss on a_ large 
amount of silver which the nations engaged in demonetization 
should be made to bear alone. While I believe that demone- 
tization must ultimately bring great trouble upon the com- 
merce and industries of the world, I cannot see that remone- 
tization by the United States alone would prevent the trouble. 
It would undoubtedly give a temporary check to the decline 
in silver, and relieve Germany from the embarrassment which 
it has brought upon itself, but it would be at the expense 
of the United States. It seems to me that the true policy 
for us is to watch and wait; that we should not remonetize 
silver at present, neither should the influence of this country 
be in favor of a general demonetization of it, but on the 
contrary, we should do what we can to arrest the growing 
distrust of the value of silver for monetary purposes, for 
apparently there is no more reason for the present fear 
about silver than there was some twenty-five years ago 
that the mines of California and Australia would produce 
gold in such quantities as to destroy its value fora monetary 
standard, and which led one of the states in Europe to 
demonetize it and make silver the standard. 

GeorGE A. BUTLER. 

NEw HAVEN, Ct., June, 1877. 
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ALTERATIONS IN CHECKS. 


The article below, which is from the London Law Times, is 
of interest mainly as showing how different are some of the 
banking customs of the mother country from those of our 
own. In the United States no bank teller would, under any 
circumstances, pay a check which had been altered from 
“bearer” to “order,” unless it should bear the indorsement 
of the payee named. And he would rigidly require the iden- 
tification of the holder of the check, if a stranger. The fact 
that in England such identification is never required, would 
seem to render compliance with an apparent necesssity—viz : 
the payee’s indorsement—so easy that its omission is inex- 
plicable to an American. 

There is, however, in this article, an allusion to another 
custom in Great Britain, which is worthy of observance here. 
This is, that any alteration in a check is to be authenticated at 
the spot by the énitials of the drawer. With us, any infor- 
mality is usually guaranteed by the holder of the check at 
the time of its deposit or payment. The “initialing’”’ shows 
that the alteration is the act of the creator of the instrument, 
and places the correctness of such alteration beyond cavil. 
It would be well if every bank should insist upon the use of 
this simple safeguard and precaution—especially in view of 
the fact that alterations which prove to be fraudulent, are 
by no means rare. 

‘*We are informed that there exists among bankers a notion widely prevalent 
and acted on without much or any hesitation, which comes as a surprise upon 
us, and which also, we think, will surprise many of their customers. As our 
readers know, it is the practice of banks to supply their customers with printed 
forms of cheques in which the words ‘‘ bearer” or “order” are printed as part 
of the form. The introduction of the printed forms for payment to ‘‘order” is 
of somewhat recent date, and we fancy that the rise of the notion to which we 
are about to call attention is, in some degree, attributable to the custom of 
issuing these printed ‘‘order” forms instead of the older and general forms for 
payment to ‘‘bearer.” The notion of the banks is, that if the drawer of a 
cheque uses a printed form for payment to ‘‘ bearer,” and the cheque when pre- 
sented shows a cancellation of the word ‘‘ bearer” and a substitution, by inter- 
lineation or otherwise, of the word ‘‘order” (such alteration not being authen- 
ticated by the signature or initials of the drawer) the bankers are at liberty to 
pay the amount of the cheque to any bearer of it, without regard to the payee 
specially named, and without requiring his endorsement—in fact, to ignore the 
alteration altogether, and to act on the cheque in its unaltered form, and to do 
this whether the cheque was or was not altered by or with the consent of the 
drawer, and whether the alteration was previous or subsequent to the issuing of 
the cheque. 

‘* Considering the numbers of cheques which are altered from ‘‘ bearer” cheques 
to ‘forder” cheques by the uninitialed alteration of the drawer, it is of import- 
ance, both to bankers and customers, to understand whether this notion of the 
bankers is well founded. If the bankers be right in their contention, a debtor 
who is authorized by his creditor to remit the amount of the debt by cheque 
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payable to the creditor’s order, would clearly have to pay the money over again, 
should he remit by a cheque altered from ‘‘bearer” to ‘‘ order,” but uninitialed, 
and the bankers should pay some one else without such ‘‘ order” or indorsement. 

‘*We entertain a strong opinion, however, that the bankers in this instance are 
entirely in the wrong. The cancellation of the word ‘‘bearer” with the sub- 
stitution of the word ‘‘order,” is no doubt a material alteration, and it lies upon 
the holder to show when, by whom, and under what circumstances, the altera- 
tion was made. Until the bankers are satisfied that the alteration was made by 
the drawer, or with his consent, they are justified in withholding payment, even 
if so satisfied, they may further, strictissimi juris, having regard to the provisions 
of the Stamp Acts, require to be satisfied that the alteration was before the 
issuing, so as not to call for an additional stamp, since the provisions of the 
Stamp Act, 1870 sec. 54, sub. sec. 2, as to adhesive stamps for a bill of 
exchange (which, by sec. 48, includes a cheque), for the payment of money on 
demand liable only to the duty of one penny, appear to be permissive, and not 
obligatory on the drawee. The drawee may, if he pleases, procure, affix, and 
cancel the adhesive stamps, and if he chooses to pay, must do so, but he is, 
as we imagine, entitled to say that the draft is an imperfect one, and that the 
drawer or holder must, if he wants his money, present a properly stamped 
instrument. Such we conceive to be the strict right of the bankers in such a 
case. To that extent a banker could properly say that he was not bound to 
recognize an alteration not satisfactorily accounted for. It is quite another thing 
for him to say that he shall act on the cheque by complying with what he 
assumes to have been its form when issued, or to say that he shall ignore the 
actual state of the cheque at the time of presentation, and shall not even take 
notice or inquire whether at that time it is or is not, from its appearance and 
the alterations in it, Arima facie an invalid instrument. A banker is certainly 
not liable to his customer for refusing to honor a cheque presented in such a 
condition. As a negotiable instrument it is, until the alterations or other sus- 
picious marks on it are explained—the onus of explanation being on the holder— 
to be regarded as an invalid instrument, and that, whether the alteration operate 
or not for the benefit of the drawer or maker. See Gardner v. Walsh, 5 El. 
and Bl. 83; and on the subject generally, Master vy. Miller, 1 Smith L. Cases 
1871, and notes thereto, 7th edition. 

‘*As at present advised, we hold that a banker who pays to bearer without the 
authority of the payee specially named, or, to speak more correctly, without 
requiring an indorsement purporting to be his signature, and the genuineness of 
which the banker has no sufficient reason to doubt (see 16 and 17 Vict., c. 59, 
S. Ig), a cheque which, on the face of it, at the time of presentation, is a 
cheque payable to a special payee or his order, could not possibly be per- 
mitted to charge the drawer with such payment, on the plea that the word 
‘‘order” had been substituted by an uninitialed alteration for bearer, if in fact, 
such alteration was made by or with the consent of the drawer. 

‘*A banker’s strict right, and perhaps his only safe course in such a case, is 
to refuse payment until satisfied that the alteration was made by or with the 
drawer’s consent; for it would, we suppose, be competent for the drawer to 
contend that an alteration otherwise, if material, operated in law as an abso- 
lute revocation of his mandate to the banker. This view is supported by the 
very recent case of Vance v. Lowther, in the Exchequer Division, 34 L. T. 
Rep. N. S. 236, where it was held that the transferee, for value, of a cheque, 
the date of which had, without the knowledge of the transferee, been altered 
from the 2d to the 26th of the month, without the authority of the drawer, 
could maintain no action on the cheque, the same having, in point of law, 
been altogether invalidated by the unauthorized alteration. The decision is 
valuable as showing that our judges are determined to discourage any tamper- 
ing with written engagements, to uphold mercantile instruments in their integ- 
rity—to consider the question of materiality of an alteration with respect to 
the contract itself, and not by looking at the surrounding circumstances of the 
particular case—and to treat every alteration which changes the legal obliga- 
tion and character of the instrument as material. Practically, however, 
bankers, as a matter of policy, do not take technical objections to their cus- 
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tomers’ checks, and would generally, and perhaps reasonably disregard the pos- 
sibility to which we have adverted, rather than offend their customers, At 
the same time we think they would act most unwisely if they did not insist 
that the indorsement of the payee specially named should be placed on the 
cheque as a condition precedent to the payment of it in the circumstances 
which we have been particularly considering.” 


ee 


LIABILITY FOR FAILURE OF DEPOSITARY BANKS. 
UNITED STATES COURT OF CLAIMS, NO. 11,403. 
Thomas Branch, and others vs. The United States. 


FINDINGS OF Fact.—This case having been heard before the Court of Claims, the 
court, upon the evidence, finds the facts to be as follows: 

1. In November, A. D. 1865, the claimants were the owners of fifty bales of cotton, 
when they were seized by the Marshal of the middle district of Alabama, upon a 
warrant issued by the District Court of the United States, for said district, on an 
information filed therein by the District Attorney and others, informers, for the 
seizure, confiscation, and condemnation thereof, under, ‘‘An act to confiscate prop- 
erty used for insurrectionary purposes,” approved August 6th, 1861, on the ground 
that said cotton ‘‘ was knowingly used and employed in the district aforesaid, by the 
owners, and with the consent of the owners thereof, in aiding, abetting, and pro- 
moting insurrection or resistance to the laws and authority of the United States.” 

2. Pursuant to an order of said court, made June 8, 1866, said cotton was sold at 
public auction by the Marshal, for the sum of $4,050, and after deducting therefrom 
$2,177.25 as the expenses of sale, the net balance of $1,872.75 was brought into 
court and paid over to the clerk thereof, July 4, 1866, 

3. Said clerk of the court having been notified by the Interior Department that the 
First National Bank of Selma, Ala., had been designated by the Secretary of the 
Treasury, as a depositary of public money, deposited said money so received by him 
in said bank to his own credit as clerk, pending the proceedings of condemnation, 
and to await the further orders of the court. 

4. Subsequently said bank failed, went into liquidation, and a receiver thereof was 
appointed by the Comptroller of the Currency, April 30, 1867. 

5. In January, 1871, the case mentioned in the first finding, instituted for the con- 
demnation of said cotton, was, on motion of the District Attorney, dismissed and 
judgment entered for the defendants for costs. 

6. Upon closing the affairs of said bank by the receiver, a dividend of thirty-five 
per cent. was declared by the Comptroller of the Currency, on its debts and liabili- 
ties, and the sum of $641.32 was ordered to be paid into said court as the dividend 
on said $1,872.75 arising from the sale of said cotton, and deposited in said bank 
as hereinbefore stated. Said dividend was, by order of court, received by the clerk, 
and in July, 1875, paid over to the claimants, less $24.43 allowed by the judge to 
an auditor appointed by him to report the facts in the case. 

CONCLUSION OF Law.—On the foregoing facts the claimants are not entitled to 
recover, and the petition must be dismissed. 


RICHARDSON, J., delivered the opinion of the Court : 

The facts in this case, concisely stated, are these: In the year 1865 the 
claimants were owners of fifty bales of cotton which were seized by the 
Marshal of the middle district of Alabama, upon a warrant duly issued by the 
District Court, on an information filed therein by the District Attorney and 
others, informers, for the seizure, confiscation, and condemnation thereof, under 
the Act of August 6, 1861, chap. 50, (12 Stats., 319,) because the same was 
used and employed by the owners, or with the consent of the owners, in aid- 
ing, abetting, and promoting insurrection or resistance to the laws and authority 
of the United States. While the suit upon the information was pending the 
cotton was sold by the Marshal, by order of court, for the sum of $4,050, and 
the net proceeds after deducting expenses were brought into court and paid over 
to the clerk, amounting to $1,872.50. The clerk, having been notified by a 
circular from the Secretary of the Interior, that the First National Bank of 
Selma, Ala., had been designated by the Secretary of the Treasury, as a 
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depositary of public money under the provisions of the Act of June 3, 1864, 
chap. 106, S. 45, (13 Séats., 113,) deposited the money thus held by him in 
said bank to his own credit as clerk, pending proceedings in the suit for con- 
demnation, and to await further orders of court. In 1867 the bank failed, went 
into involuntary liquidation, a receiver was appointed by the Comptroller of 
the Currency, and its affairs were wound up, paying a dividend of thirty-five 
per cent. to its creditors. 

In January, 1871, the suit for condemnation was dismissed on motion of the 
District Attorney, and judgment was entered for the defendants therein, for 
costs. In 1875, the dividend on the clerk’s deposit in the bank, amounting 
to $641.32, was brought into court by the receiver, paid over to the clerk, 
and subsequently allowed and paid to the present claimants by order of the court. 

All that the claimants received of the money for which the cotton was sold 
was thirty-five per cent. of the net proceeds deposited in the bank 

Upon this state of facts the claimants come into this court and seek to charge 
their loss upon the United States. Without setting forth in their petition the 
grounds on which it is claimed that the defendants are liable, they pray judg- 
ment for the whole amount for which their cotton was sold, less the dividend 
received by them, with interest thereon from the day of seizure, as though’ the 
United States were to be charged with damages for an illegal seizure. But in 
a supplementary brief, in manuscript, handed to the court since the argument 
by the claimants’ attorney, they present their case as an action for money had 
and received, and rely entirely upon the position which they assume that the 
First National Bank of Selma, having been designated as a depositary of public 
money by the Secretary of the Treasury, was part of the Treasury of the 
United States, and that the money deposited therein by the clerk of the court 
was for the time being ‘‘ public money” in the Treasury of the defendants, 
which they were bound to keep safely and return to the claimants when their 
right thereto became established. 

This view of the relation of the National banks, which are designated depos- 
itaries of public money, to the United States Government is, in our opinion, 
wholly untenable. 

National banks are private corporations, organized under a general law of 
Congress, by individual stockholders, with their own capital, for private gain, 
and managed by officers, agents, and employees of their own selection. They 
constitute no part of any branch of the Government of the United States, and 
whatever public benefit they contribute to the country in return for grants and 
privileges conferred upon them by statute is of a general nature, arising from 
their business relations to the people through individual citizens, and not as 
direct representatives of the State as a body politic, in exercising its legal and 
constitutional functions. 

The Comptroller of the Currency has certain supervisory powers and duties 
in relation to National banks, designed to keep the officers within the limits of 
the law, in conducting their legitimate business, and, as far as lies within the 
province of official supervision by the Government, to protect the creditors and 
stockholders against fraud, negligence and mismanagement. But in all contracts 
the banks act for themselves alone, and have no authority to involve the Gov- 
ernment in liability, except the statute liability for the final redemption of their 
circulating notes. These notes, denominated ‘‘ National currency,” and forming 
to a large extent the circulating money of the country, are the notes of the banks 
and not of the United States, although in case of insolvency of the banks they 
are payable out of the Treasury, and are secured by bonds deposited with the 
Treasurer, and by a preference in the distribution of the assets of the banks. 
But the bonds so deposited are held as a special pledge for the redemption of 
the circulating notes, and can be held and used by the Government for no 
other purpose, not even to secure other indebtedness or obligations to the 
United States.—( 12 Opin. Attys. Gen., 549.) 

By the forty-fifth section of the general banking law (13 Séats., 113) it was 
provided : 

‘¢ That all associations under this act, when designated for that purpose by 
the Secretary of the Treasury, shall be depositaries of public money, except 
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receipts from customs, under such regulations as may be prescribed by the 
Secretary ; and they may also be employed as financial agents of the Govern- 
ment ; and they shall perform all such reasonable duties as depositaries of public 
moneys and financial agents of the Government as may be required of them. 
And the Secretary of the Treasury shall require of the associations thus desig- 
nated, satisfactory security, by the deposit of United States bonds and other- 
wise, for the safe-keeping and prompt payment of the public money deposited 
with them, and for the faithful performance of their duties as financial agents 
of the Government.”—( Revised Statutes, § 5,153.) 

Designating a National bank as a depositary of public money under this pro- 
vision does not change the character of its organization, or convert its managers 
into public officers, or give to the Government any additional control over the 
institution, or render the United States liable for any of the acts, contracts, or 
obligations of the bank. Nor does it constitute the bank a general financial 
agent of the Government, but when after such designation it is required by law 
or by direction of the Secretary of the Treasury to perform any financial duties 
for the United States, it then becomes a special agent for the particular pur- 
pose required, with no power to bind the Government beyond the special 
authority conferred upon it. In short, constituting a National bank a deposi- 
tary of public money is an employment of the institution for business purposes, 
as it is employed by individual depositors, and not an assumption of its powers 
and liabilities by the National Government, nor the making of it, as an insti- 
tution, a part of the United States Treasury. Under the provision of the post- 
office laws, now no longer in force, allowing ‘‘all official communications 
addressed to either of the Executive Departments of the Government, by an 
officer responsible to that Department,” to be sent free through the mail, it 
was early held’ by advice of the Attorney-General, that the officers of designa- 
ted depositaries, under the general banking law, were not officers responsible to 
the Treasury Department, but were officers of the banks, responsible only to 
the institutions themselves, and so their correspondence on official business with 
the Secretary of the Treasury could not be carried free by mail. (11 Opins. 
of Attys, Gen., 23.) 

The United States Treasury proper, as constituted by what is commonly 
known as the ‘‘independent treasury” act, first passed July 4, 1840, ( 5 Stat. at 
Large, 385,) repealed August 13, 1841, and again re-enacted with additional 
provisions August 6, 1846, ( Chap. 90, 9 Stat. at Large, 59,) is a depository of 
public money, where the actual money of the Government—gold, silver, bullion, 
notes, and currency—is kept in kind, as received from the public revenues, or 
deposited there by express authority of law, and where it remains the specific 
property of the Government, and cannot be intermingled with other funds, as 
the Treasurer is not authorized to permit other money to be deposited therein, 
except in special cases expressly provided for by statute. And the ‘ Sub- 
Treasuries,” commonly so called, under the charge of assistant treasurers, 
where the public money is received and kept under like regulations, as well as 
the mints and perhaps other like places of deposit, may, in a general sense, be 
considered as parts of the United States Treasury. evised Statutes, §§ 3,591, 
35592, 31593, 3,593, 3,595, &c.) It is made the duty of the Treasurer, all 
assistant treasurers, and those performing the duties of assistant treasurers, all 
collectors of customs, all surveyors of the customs acting as collectors, all 
receivers of public money of the several land-offices, all postmasters, and all 
public officers of whatever character, to keep safely any public money intrusted 
to them, without loaning, using, converting to their own use, depositing in 
banks, or exchanging the same for other funds than as specially allowed by law, 
and severe penalties are attached to any breach of such duty. ( Revised Statutes, 
§§ 3,639, 5,489, &c.) 

But when public money is deposited with a designated-depositary National 
bank, it is not there retained in kind as the special property of the United 
States, of which the bank is made the custodian, but it becomes at once the 
property of the bank ; is mingled with its other funds, is loaned or otherwise 
employed in the ordinary business of the corporation; and the bank, instead of 
being a custodian of public money, becomes a debtor to the United States pre- 
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cisely as it does to other depositors on receipt of individual deposits. Such was 
the practical construction adopted immediately on the designation of National 
banks as depositaries of public money, after the passage of the National bank- 
ing law, and ever since uniformly followed without question. The Government 
has the same rights and remedies against the bank as other creditors have. If 
the bank fails, the United States resort to the collateral security, if any, given 
to secure the deposits of public money to the extent of the proceeds thereof, 
and if after that is exhausted, a balance due for deposits remains unpaid, the 
Government takes its dividend thereon, with other creditors, and is entitled to 
no priority or preference, if the construction given in opinions of the Attorneys- 
General who have advised the executive officers on that subject be correct, 
which has not been judicially determined. (12 Opins. of Attys. Gen., 5493 13 
Opins., 528.) 

By section 3,640 of the Revised Statutes it is provided that ‘‘the Secretary of 
the Treasury may (except as to money belonging to the postal service ) trans- 
fer the money in the hands of any depositary of public moneys, to the Treasury 
of the United States, to the credit of the Treasurer.” 

Thus it is manifest that designated-depositary banks are not made part of the 
Treasury of the United States proper, rendering the Government liable for 
the safe-keeping or repayment of the money deposited therein, to the credit of 
the customers of those institutions. As to its own public money intrusted 
thereto, it relies upon the credit of the corporations, and the securities taken as 
collateral, of which the one is subject to the vicissitudes of the institutions, and 
the other to the care and vigilance of the public officers. Such money, or the 
credits therefor, when under the control of the Treasurer of the United States, 
and subject to his draft, may, to that extent, and in some sense, be regarded 
as in the public Treasury, and other Government money deposited there to the 
credit of other public officers charged with its receipt or expenditure, may be 
considered as public money, although not in the Treasury. 

The term ‘‘public money,” as used in the statutes of the United States, 
ordinarily means the money of the Government, received from the public rev- 
enues or intrusted to its officers charged with the duty of receiving, keeping, or 
disbursing the same wherever it may be. Such money, when illegally obtained 
therefrom, may be followed by the Government into the hands of the wrong- 
doer, and recovered as a debt due from him, with the preference over other 
creditors in the distribution of his assets in case of insolvency given to the 
United States by statute. ( Bayne et al. vs. The United States, 94 U. S. Reports.) 
It does not include the money of States, counties, cities, and towns, although 
with reference to those governments and municipalities such funds in other con- 
nections would be deemed public money. Nor does it include money in the 
hands of the marshals, clerks, and other officers of courts, held by them under 
authority of law, to await the judgment of the court in relation to the owner- 
ship thereof. Such money constitutes trust funds held by individual litigants, 
and not for the public, as represented by the Government—money which cannot 
be used by anybody until the rightful ownership is determined, and when 
deposited in any bank is at the risk of the true owner, or of the officer deposit- 
ing it, according as the latter has or has not legal authority for substituting 
the credit of the bank for his own custody thereof. The term is thus used in 
the act originally establishing the Treasury Department, passed September 2, 
1789, Chap. 12, §6, (1 Stat. at Large, 65,) in the acts of July 4, 1840, Chap. 
41, (5 Stat. at Large, 385,) and August 6, 1846, Chap. 90, (9 Stat. at Large, 
59,) establishing the ‘‘independent treasury,” in all of the numerous revenue and 
fiscal acts of Congress found in the Statutes at Large, as well as in the Revised 
Statutes, where it forms one of the principle divisions of the laws in that volume, 
as the Fortieth Title. (Revised Statutes, §§ 3,591, 3,659.) 

From the year 1814 to the present time, there have been special provisions 
of law for the deposit and safe-keeping of money paid into the district and cir- 
cuit courts of the United States, different from those applicable to public money. 
By the act of April 18, 1814, Chap. 62, (3 Stat. at Large, 127,) money paid 
into said courts to abide the order of court, was required to be deposited in 
such incorporated bank as the court should designate, and there remain until it 
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should be decided to whom it of right belonged. If there were no such bank 
in the district, the court might direct the money to be deposited according to 
its discretion. By the act of March 3, 1817, Chap. 108, (3 Stat. at Large, 395,) 
all money paid into said courts or received by the officers thereof, in cases 
pending therein, was required to be deposited in a branch of the United States 
Bank, if there were one in the district, to the credit of the court, and to be 
drawn only upon the order of the judge, and if there were no such branch bank 
ia the district, then in some incorporated State bank, and if there were neither 
in the district, then it was to be deposited according to the discretion of the 
judge. These acts remained in force, still requiring officers of courts to deposit 
in State banks their trust funds, long after it was made a penal offence for ‘‘all 
public officers of whatever character” to deposit in any bank the pudlic money 
collected by them ( Act of 1846, Chap. 90, § 6. 5 Stat. at Large, 60,) and after 
the passage of the general banking law of June 3, 1864, by which National 
banks might be made depositaries of public money ; and they were not repealed 
until the year 1871. (Chap. 2, § 6, 17 Stat. at Large, 2.) 

Such was the statute law so far as applicable in 1866, when the money now 
in question, was deposited in the First National Bank of Selma. There being 
no branch bank of the United States in existence, the clerk was bound by law 
to deposit the money in an incorporated State bank or otherwise, according to 
the discretion of the court. He had no right to deposit it anywhere to the 
credit of the United States Treasurer, nor in the public Treasury to the credit 
of anybody. It was required to be deposited as a private credit within the 
exclusive control of the court. In selecting a National bank, the clerk was no 
doubt acting under the direction and according to the discretion of the court, 
as he was bound by law to act, influenced, perhaps, by the circular of the Sec- 
retary of the Interior, giving notice that the First National Bank of Selma had 
been designated as a depositary of public money. That circular, however, did 
not change the legal duties and obligations of the courts, or the officers thereof, 
or of the banks named therein, and it created no liabilities whatever on the part 
of the United States. 

The clerk did not attempt to place the money in the United States Treasury. 
He intrusted the funds in his custody to the safe keeping of the bank, and took 
the obligation of that corporation and not of the Government. The bank 
became his debtor, and the United States were neither creditors of the bank 
nor debtors to the depositor on account thereof. The Government not only did 
not receive the money, but could not have recovered it by action nor have 
obtained possession of it by any process. 

It will be noticed that the facts proved do not show and the petition does 
not allege that the Secretary of the Treasury had taken any security from the 
bank for this deposit or for the deposit of any public money therein, and that 
it does not appear that he was ever notified or ever knew of this deposit hav- 
ing been made by the clerk of the court. 

Under all these circumstances, nothing can be more clear than that the 
defendants are not liable in an action for money had and received, or in any 
other form, for the safe-keeping and return of money not belonging to the 
United States, nor intrusted to any of their officers, but deposited by the clerk 
of the court in the First National Bank of Selma, in his own name and to his 
own credit. 

Since the rights and liabilities of the parties in this case, arising from the 
transactions set forth in the findings, were fixed, Congress has made new and 
different provisions, by the act of March 24, 1871, in relation to moneys paid 
into the courts of the United States, expressly repealing the acts of 1814 and 
1817, above referred to, ( Revised Statutes, §§ 798, 995, 996, 5,504, 5,505,) 
but not repealing the provisions in relation to money in the hands of assignees 
bankruptcy. (Revised Statutes, § 5,059; 14 Opins. of Attys. Gen., 362.) 

By the law now in force, all money paid into any court of the United States, 
or received by the officers thereof, in any cause pending or adjudicated therein, 
must forthwith be deposited with the Treasurer, an assistant treasurer, or a 
designated depositary of the United States, in the name and to the credit of 
the court, unless it is delivered upon security according to the agreement cf 


5 
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parties, under the discretion of the court, as it may be by virtue of a proviso 
in the act of 1871, re-enacted in Revised Statutes, § 995. When such money is 
deposited with the Treasurer, or an assistant treasurer, where it is mingled with 
the public money, it is undoubtedly intrusted to the custody of the Government, 
but when deposited in a bank, though a designated depositary, it would still 
seem to be the private deposit of trust funds for the security of which the credit 
of the bank, and not of the Government, is taken. 

Whether or not the proceeds of securities taken for the protection of public 
money simply, can be applied to the repayment of deposits to the credit of the 
courts, either fro rata with the debts due to the Government, or after the pay- 
ment of such debts to the extent of any balance of the proceeds remaining, in 
case of the failure of a depositary bank owing both classes of deposits, or 
whether the Secretary of the Treasury may now legally and properly require of 
designated depositaries securities sufficient to protect court funds as well as 
public money, and so expressly pledged, or whether it is not rather within the 
power of the litigants interested and the discretion of the courts themselves, 
either to require security for such deposits, under the proviso above referred to, 
or to intrust them wholly to the credit of the corporations, are questions for 
consideration elsewhere, and not here, and we express no opinion thereon. 

The judgment of the court is that the petition be dismissed. 


OUTSTANDING FRACTIONAL CURRENCY. 


For the purpose of estimating the amount of fractional currency now out- 
standing, which will not probably be presented for redemption, the Secretary 
of the Treasury appointed a Committee consisting of the Treasurer of the 
United States, the Comptroller of the Currency, and the Superintendent of 
the Printing Bureau, who have reported that in their judgment the amount of 
such currency is a little more than eight millions, The following extract 
from the report will be found of interest: 


The total amount of fractional currency issued since August 21, 1862, is 
$ 368,724,079.45; amount redeemed, $ 348,720,755.58; leaving amount out- 
standing, $20,003, 323.87; of which $ 4,293,934.76 is of the first issue, known 
as ‘postal currency,” and $3,116,610.42 of the second issue. The first 
issue commenced August 21, 1862; the second, October 10, 1863. The first 
issue ceased March 22, 1863; the second, March 4, 1866. The total amount 
of these two issues is $ 43,380,118.65 ; total amount redeemed, $ 35,967, 573.473 
total amount outstanding, $7,410,545.18; and the whole amount, with the 
exception of about $5,000,000, was paid out during the four years of the 
war, much the larger portion having been disbursed in payment of the Army 
and Navy. 

The percentage of outstanding of the first issue to its total is 21.2; and 
a like percentage of the second issue is 13.5; and of both issues combined 
to their total issue, 17 per cent.; and the whole amount outstanding on June 
30, 1873, was $7,557,385-42, and since that date an average of only $ 34,207.48 
has been redeemed annually. During the past year only $920.16, of the first 
issue has been redeemed, and of the second issue $465.86; or an aggregate 
of less than $1.300 in a total of more than $7,400,000, If the ratio of 
redemption of the last five years should continue for the next thirty years, 
only about one million of the $7,400,0oco would have been redeemed, and 
the Committee have therefore concluded that at least $6,400,000 of the first 
and second issues have been José, and will not therefore be hereafter pre- 
sented for redemption. 

The amount outstanding of the third, fourth and fifth series, on March 23, 
1874 (when the total amount outstanding was highest), was $ 42,087,837. 50. 
It has been 8 1-6 years since the Treasury ceased to issue notes of the third 
issue, at which time $23,980,765 was outstanding; and it has been from two 
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to four years since the Treasury ceased to issue the different series of the fourth 
issue, amounting in all to $17,493,753-333; and only 1% years since it ceased 
to issue notes of the fifth series, which then amounted to $ 16,607,335.08. 
The amount now outstanding of these various issues is $ 12,592,778.69. 

The Comptroller of the Currency in his report for 1876, gives statistics 
showing that the proportion of unredeemed circulation outstanding of 286 State 
banks in the State of New York was 2.63 per cent. upon $50,754,514, which 
was the highest amount at any time outstanding. The proportion unredeemed 
upon the highest amount issued to thirty State banks ($7,763,010) which 
were still in operation either as National or State institutions was 1.83 per 
cent. The proportion upon $ 39,245,380, the highest outstanding circulation of 
210 banks organized under State law in the six New England States, was 
2.02. The percentage in Ohio was 2.79, and in Wisconsin 1.78. The per- 
centage of outstanding circulation upon the highest amount outstanding at any 
time (114,671,346, issued by 707 banks), in all the States from which returns 
were received, was 2.35. In all these States the circulation had been outstand- 
ing for a long series of years, and in some of the States the circulation was 
not required to be redeemed after the expiration of a term of years. The 
highest amount of circulation of fifteen National banks which failed prior to 
1870, was $1,554,400; and the percentage outstanding was 1.35 only. From 
the best information obtainable, it is concluded that two per cent. would be a 
fair estimate of the amount of circulation unredeemed upon the highest amount 
of such bank notes issued at any one time. 

The fractional currency of the later issues, as has been seen, has been 
outstanding but for a short period; but the number of pieces of fractional 
currency issued in a given number of dollars is very much greater than in the 
same number of dollars of bank notes. 

The Committee is therefore of the opinion that notwithstanding the brief 
period of circulation of the later issues of fractional currency, the loss will 
be a greater per cent. If this loss be estimated at four per cent. of the 
highest amount outstanding of the third, fourth and fifth issues, at the date 
when the total issue of fractional currency was greatest, the amount of such 
loss will be $1,683,513.50. This amount will be 13.37 per cent. of the 
amount now outstanding, leaving 86.63 per cent. to be redeemed hereafter. 
Adding to this the amount estimated to be lost of the first two issues 
($6,400,000 ), the total amount of fraactional currency which it is probable will 
not hereafter be presented for redemption, is $8,083,513.50; which amount 
is submitted as the judgment of the Committee upon the question pro- 
pounded. 


UNITED STATES SUPREME CourRT.—No. 58. Zown of South Ottawa vs. Perkins, 
and No. 59, Supervisors of Kendall County vs. Post.—Error to Northern District 
of Illinois.—The bonds of the corporations recited on their face the law under 
which they were issued and the necessary compliance with the terms of the 
law. The first installment of interest was paid and the holders had taken the 
bonds without notice of any defect in the law. The bonds were then repudi- 
ated on the ground that the law was not actually passed, as it did not appear 
by the journal of the Senate that it passed. The judgments of the Circuit 
Court in favor of the bondholders were affirmed, this court sustaining the view 
of the court below, that the journals of the two houses of the Legislature were 
not admissible to show the non-passage of the act. Afterwards, a rehearing was 
granted, and that affirmance is now overruled, this court now holding that the 
decision of the courts of the State that the bill did not become a law are 
binding upon this court, and must control its decision. It is also held that the 
reference to the act in question by subsequent acts of the Legislature did not 
give it any additional force; that a law which was never formally passed cannot 
receive vitality by such means, Mr. Justice Bradley delivered the opinion. 
Dissenting, the Chief Justice, and Justices Clifford, Swayne, and Strong. 
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BANKING AND FINANCIAL ITEMS. 


THE REDEMPTION AND RE-ISSUE OF NATIONAL BANK CIRC’ILATION.—In 
order to correct various published misstatements in reference to the amount 
of additional circulation recently issued to the National banks in the City of 
New York, the Comptroller of the Currency furnishes the following :—The total 
amount of additional circulation issued to all the National banks of the 
country since the passage of the Act of Jan. 14, 1875, to date [June 12], is 
$27,311,825. Of this amount $3,402,770 has been issued to the banks in 
the City of New York as follows: From Jan. 14, 1875, to January, 1876, 
$ 186,780; during the year 1876, $1,223,200; from Jan. 1 to June 10, 1877, 
as follows, monthly: January, $381,740; February, $140,040; March, $387,720; 
April, $659,690; May, $423,600; to June 11, $46,100. The greatest amount 
issued to any one bank during the year ending June 1 was $675,000, which 
amount was issued in installments during the six months previous to the 
month of April, 1877. 

By reference to the published reports of the Comptroller of the Currency, 
it will be found that the circulation of the Natienal banks in New York 
City was, in October, 1872, $28,000,000; in October, 1873, $27,000,000 ; in 
October, 1874, $25,000,000; October, 1875, $18,000,000 ; in October, 1876, 
$ 14,832,000. The circulation on January 1, 1875, was $24,800,000, and on 
April 14, $16,238,000, so that the circulation of the New York City banks 
will need to be increased by $8,000,000, or one-half of the present amount, 


in order to equal the amount outstanding at the date of the passage of the 
Act of January 14, 1875. There is no foundation whatever for the state- 
meut that a National bank in New York City has had issued to it $1,000,000 
of additional circulation three different times during the past few weeks, as 
the whole amount issued to all of the banks of the City of New York during 
the present year has been but slightly in excess of $2,000,000. 


CALLS OF FIVE-TWENTY BonpDs.—The forty-eighth call, being for the redemp- 
tlon of $ 10,000,000 5-20 bonds of 1865, dated July 1, 1865, was issued from 
the Treasury on May 28th, principal and interest to be paid at the Treasury in 
Washington, August 28, 1877, interest to cease on that day. The following are 
the bonds designated, all numbers inclusive : 

Coupon.—$ 50, Nos. 3,001 to 6,000 ; $100, Nos, 4,001 to 8,000; $500, Nos. 
5,001 to 10,000; $1,000, Nos. 11,001 to 23,000. Total, $6,000,000. 

Registered.—$ 100, Nos. 701 to 1,900; $500, Nos. 701 to 1,900; $1,000, 
Nos. 2,801 to 7,600; $5,000, Nos. 1,101 to 2,600; $ 10,000, Nos. 1,182 to 
2,200. Total, $4,000,000, Aggregate, $10,000,000, being the amount out- 
standing included in the numbers above. 

The forty-ninth call was issued on June 11, being for $ 15,000,000, consols of 
1865, principal and interest to be paid September 11, 1877. The following are 
the numbers designated, all inclusive : 

Coupon.—$ 50, Nos. 6,001 to 11,000; $100, Nos, 8,oo1 to 18,000; $500, 
Nos. 1,001 to 18,000; $1,000, Nos. 23,001 to 41,000. Total, $10,000,000. 

Registered.—# 50, Nos. 101 to 500; $100, Nos. 1,901 to 4,900; $500, Nos. 
1,901 to 4,350; $1,000, Nos. 7,601 to 13,600; $5,000, Nos. 2,601 to 4,350; 
$ 10,000, Nos. 2,201 to 3,700. Total, $5,000,000. Aggregate, $15,000,000. 

THE OcEAN BANK.—The Comptroller of the Currency has declared a fifth 
dividend of ten per cent. in favor of the creditors of the Ocean National Bank, 
payable on June 11th, making in all, dividends amounting to eighty-five per 
cent. 
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New York.—At a meeting of the Directors of the National City Bank, held 
on May 29th, Mr. David Palmer was appointed Cashier in place of Mr. Benja- 
min Cartwright, who resigned on account of his health. 


DIvIDENDS.—The New York City banks which have declared dividends for 
July, are as below: 
Bank of New York N. B.A . National Bank of Commerce 
Central National Bank ee ee National Broadway Bank........ 
Chatham eee oe National Butchers & Drovers’ Bank.. 
Fourth =“ veee ese owe ee National Citizens’ Bank 
Hanover ‘“ ame National Park Bank 
Irving px: ee National Shoe & Leather Bank.. 
Importers & Traders National Banik. oe Phenix National Bank 
Leather Manufacturers i; 6 ee Tradesmen’s National Bank 
Merchants’ Exchange “ savas) SO eo Bank of = gaa Oe ccccccccccccces 
Merchants’ Nationa! Bank coeeee accocese 3 ee Oriental Bank... 
Metropolitan ~ People’s Bank. ......cescsocces ereee eee 

THE Dry Goops BANK.—At a meeting of the Directors of the Dry Goods 
Bank, No. 347 Broadway, on June 22d, it was decided to recommend to the 
stockholders to wind up the affairs of the bank. This subject has been under 
consideration for some time, the bank being under no embarrassment except 
that it could not find safe and profitable employment for its funds. There 
are no bad investments, and no bad debts of any moment, but the depression 
of business had so affected their profits, that they had been able to pay but 
very small dividends. ‘The depositors will be paid in full, and the stock- 
holders nearly in full, if the managers should be able to dispose without loss 
of the lease of their present offices, which have still five years to run at 
$20,000 per annum. They expect to pay the stockholders at least ninety 
per cent. The surplus on January 1 was only $53,291, and this was not 
enough to enable the bank to compete successfully with the others. 

The Dry Goods Bank was organized in 1871, with a capital of $1,000,000. 
According to the last report to the Clearing House, its loans were $1,528,500; 
specie, $11,100; legal tenders, $346,900; deposits, $ 1,220,800. 


ARKANSAS.—The German Savings Bank, which has been in business two years 
and two months, has paid to its stockholders fourteen per cent. in cash divi- 
dends, created $20,000 of surplus, has lost in that time only $400, and has no 
suspended debt. 


Resumption.—Messrs. Nelson & Hanks, bankers at Helena, who suspended 
payment a few weeks ago, resumed business on June 18th. The occasion was 
attended by no run or excitement on the part of depositors. A large num- 
ber of their friends called during the day and tendered their congratulations. 


FREEDMAN’S SAVINGS BANK.—The Commissioners have in hand enough 
money to declare a dividend of ten per cent. to the depositors of this insti- 
tution. They have determined, however, to declare no dividend at present, 
for the reason that the expense of paying a dividend of only ten per cent. 
would be greater to a vast number of depositors than the amount received 
by them. There are nearly 20,000 depositors whose balances are five dollars 
and under. 


ILLINoIs.—The bill to make silver a legal tender in this State was vetoed 
by Governor Cullom on May 3oth. 


Bloomington.—The Home Bank, heretofore considered a strong institution, 
suspended on June 16th. The officers claim that the embarrassment will be 
only temporary, and that it is solely due to damaging and exaggerated rumors 
that have been circulated against the members of the firm, The liabilities 
of the bank are about $100,000. 


Peoria. —The banking firm of S. Pulsifer & Co. suspended payment on June 23d 
and closed their doors. Mr. Sidney Pulsifer, whose property is said to amount 
to over $1,000,000, posted a note on the door of the bank expressing his 
belief that the creditors would lose nothing, as his property, which is large 
and unincumbered, is liable for and sacredly pledged to pay the company’s 
liabilities. The amount of liabilities is not yet known. 
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SUIT AS TO A $1,000 COUNTERFEIT.—At Springfield, Illinois, the Circuit 
Court was occupied on June goth in a suit, brought by the Ridgely National 
against the State National Bank, respecting a $1,000 counterfeit greenback, 
Plaintiffs allege that they received the bill in December, in settling balance 
on daily exchange, and that it proved to be counterfeit. It was so declared 
by the Treasury Department at Washington, upon being sent there for examina- 
tion, and according to the custom of the Department, the bill was branded 
** counterfeit” before its return. Without this brand the bill would deceive 
almost anyone, however accustomed to handling bills of large denominations, 
and many city bank experts had pronounced it good. Where it originally 
came from cannot be traced, notwithstanding the efforts of a United States 
detective. The testimony did not appear to be entirely clear that the bill was 
received from the State Bank, and the jury after being out some hours, 
reported that they were unable to agree, and were discharged by the Court. 


SKILLFUL FRAuDS.—A package sent in June by express from the Mount 
Vernon (Ill.) National Bank, and supposed to contain $8,000, was found 
when received at the Third National Bank in St. Louis to contain nothing 
but brown paper. It showed no sign of having been opened, the seals being 
apparently intact. 


Thomas Wilson, a skilful forger and expert telegraph operator, recently forged 
a draft for $9,400 on a bank in Cynthiana, Ky., and took with him, as a con- 
federate, a woman who was to present the check at the bank of George H. 
Cowles, in Osceola, Iowa. At a place about thirty miles from Osceola, the 
telegraph wire was cut and connected with wires running out through the 
brush to a secluded spot where a battery and instrument were placed and 
where the operator was stationed. The woman presented the check, and 
when it was questioned, asked the bank authorities to telegraph to Cynthiana 
and prove it, on the supposition that Wilson would receive the despatch and 
answer it in the affirmative. By some mistake the despatch reached Cyn- 
thiana, the check was ascertained to be a forged one, and the woman was 
arrested, 


KENTuCKY.—Mr. Andrew M. January, one of the oldest bankers in the State, 
died at his residence in Maysville on June 11th, in his eighty-third year. 
Mr. January had been President for nearly forty years of the Bank of Mays- 
ville and its predecessor. 

Mr. James Barbour, long Cashier of the Bank of Maysville, has been elected 
its President; Mr. R. A. Cochran, Vice-President, and Mr. J. F. Barbour, 


Cashier. 


BuRGLARY.—On the night of June 15, burglars blew open with gunpowder 
the door of the Uxbridge Savings Bank at Uxbridge, Mass. The explosion 
alarmed the people of the town and the burglars fled. 


MissouRI.—The National Bank of the State of Missouri, on June 20th, sus- 
pended payment for the purpose of liquidation. 

This bank was one of the oldest in the West, counting its existence under 
State charter. It had a capital of $3,000,000, which was recently reduced to 
$ 2,500,000, but has for years been nursing heavy dead-weight assets, which 
have increased during the last three or four years, until finally it has succumbed. 

Upon correspondence with the Comptroller of the Currency, by a committee 
appointed by the directors, Bank Examiner Howenstein was directed to make 
at once a thorough examination of the condition of the bank. It appears there- 
from that the capital stock is entirely lost ; that the assets are of such a char- 
acter that it will probably be three years before full settlements are made ; and 
also that the five directors are indebted to the bank to the amount of 
$ 800,000. W. P. Johnston, of Washington City, was appointed Receiver on 
June 25th. 


New York.—The Rockland Savings Bank, of Nyack, suspended payment on 
the morning of June 15th, The failure is a bad one, and it is thought that 
the depositors will not realize twenty cents on a dollar. 
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BANK TAXATION.—M. John C. Hopper, of the ‘‘ National Revenue Reform 
Association,” expects to visit the principal monied institutions of the country 
between this time and the next session of Congress, with a view to aiding 
in a more general understanding of the question of oppressive Bank Tax- 
ation and its remedy. Mr. Hopper’s energy of character, and his long 
experience in these matters, should enable him to do good service in this cause. 
It is proposed to assemble at Washington a large Convention of bank officers 
and bankers, in order to impress upon Congress the importance of the object. 
It is understood that this movement is in no sense an opposition to the work 
of the ‘‘ American Bankers’ Association,” but an additional force in the same 
direction. 


CANADA.—The annual meetings of a number of the Canadian banks have 
been held in June, and their reports have been looked for with much interest. 
The year which has passed has been one of unexampled severity in business 
trials, and failures among merchants and dealers have been very numerous. The 
losses of all the banks have therefore been unusually large, and the dividends 
reduced in proportion. 

The Bank of Montreal, notwithstanding a marked shrinkage in its net profits, 
declares a half-yearly dividend of six per cent. Its capital is so large that it 
is difficult to employ it profitably in the existing condition of affairs. 

The Consolidated Bank announces three per cent. as its semi-annual 
dividend. 

The Eastern Townships Bank presents an,excellent showing. It makes eight 
per cent. dividend instead of ten, as last year, and has added $25,000 to its 
Rest Account, 

The Federal Bank pays seven per cent. dividend for the year. 

The Bank of Hamilton has earned nine and four-tenths per cent. on its paid 
capital, paying eight per cent. in dividends, and has added $15,000 to its 
Rest Account. 

The Bank of Toronto has charged to Profit and Loss all the losses of the 
year, instead of deducting any part of them from its large accumulation of 
**Rest.” It has thus reduced its dividends for the half-year to four per cent. 

The Merchants’ Bank has declared no dividend, but this is only what was 
expected. It is understood that its ample capital has been somewhat impaired, 
and that the amount is to be reduced to represent strictly solid value. This 
institution is evidently managed on sound principles. 

The Maritime Bank has earned about eight per cent. on its paid capital of 
over $600,000, out of which it pays six per cent. in dividends, and adds 
$20,000 to Rest. 

The Ontario Bank has now charged to its Profit and Loss account an amount 
or losses of /as¢ year equal double the estimate then made. The necessary 
provision for $155,000, bad debts, is made by taking $125,000 from the Rest, 
and $30,000 from the year’s balance of Profit and Loss; while the losses of 
the year just ended are supposed to be covered by the allotment of $100,0co 
for that purpose. The bank then declares ten per cent. annual dividend. 

The Stadacona Bank has declared six per cent. dividend, and has a reserve 
thereafter of $23,000. 

The Quebec Bank has pursued a very cautious course, and declared only 
seven per cent. for the year, retaining a considerable sum for contingencies, after 
providing for all known losses. 


THE INSURANCE BLUE-Book.—The Centennial issue of this standard manual 
covers so enlarged a field, that its issue was of necessity delayed until the 
present year. It contains a history of Insurance in the United States from 
the earliest times; a tabular history of all Companies, Fire and Life, that 
have done business in the State of New York since the official record began ; 
Directories of all the Companies in the United States; a Directory of over 
20,000 Agents; and, what is just now specially valuable, a tabular account of 
the Life Companies that have been changed or ceased business. There is also a 
Digest of all important Insurance Decisions for the past year; Abstracts of 
the Insurance Laws of the several States, and other useful matter. The 
completeness of this excellent work is highly creditable to the editor and 
publisher, Mr. C. C. Hine, of New York. 
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THE NEW FOUR PER CENT. LOAN. 
CIRCULAR OF THE SYNDICATE. 


Under authority of a contract with the Secretary of the Treasury, the under- 
signed hereby give notice that, from this date, and until July 16, at 3 P. M., 
they will receive subscriptions for the Four per cent. Funded Loan of the 
United States, in denominations as stated below, at par and accrued interest in 
gold coin. 

The bonds are redeemable after thirty years from July 1, 1877, and carry 
interest from that date, payable quarterly, and are exempt from the payment of 
taxes or duties to the United States, as well as from taxation in any form by 
or under State, municipal, or local authority. 

The interest on the Registered Stock will be paid by check, issued by the 
Treasurer of the United States, to the order of the holder, and mailed to his 
address. The check is payable on presentation, properly endorsed, at the offices 
of the Treasurer and Assistant Treasurers of the United States. 

The subscriptions will be for Coupon Bonds of $50 and $100, and Regis- 
tered Stock in denominations of $ 50, $100, $500, $ 1,000, $ 5,000, and $ 10,000. 

The bonds, both Coupon and Registered, will be ready for delivery July 2, 1877. 

Forms of application will be furnished by the Treasurer at Washington, the 
Assistant Treasurers at Baltimore, Boston, Chicago, Cincinnati, New Orleans, 
New York, Philadelphia, St. Louis, and San Francisco, and by the National 
Banks and Bankers generally. The applications must specify the amount and 
denominations required, and, for Registered Stock, the full name and post-office 
address of the person to whom the bonds shall be made payable. 

Two per cent. of the purchase money must accompany the subscription, the 
remainder may be paid at the pleasure of the purchaser, either at time of sub- 
scription or at any time prior to October 16, 1877, with interest added at four 
per cent. to date of payment. 

The payments may be made in gold coin to the Treasurer of the United 
States, at Washington, or Assistant Treasurers at Baltimore, Boston, Chicago, 
Cincinnati, New Orleans, and St. Louis, and to the Assistant Treasurer at San 
Francisco, with exchange on New York, or to either of the undersigned. 

To promote the convenience of subscribers, the undersigned will also receive, 
in lieu of coin, United States Notes or Drafts on New York, at their coin 
value on the day of receipt in the City of New York. 

AuGusT BELMONT & Co., New York. 
DREXEL, MORGAN & Co., “ 
J. & W. SELticMan & Co., = ** 
Morton, BLiss & Co., « 
First NATIONAL BANK OF THE CITY OF NEW York, N. Y. 
DREXEL & Co., Philadelphia. 
June 14, 1877. 


CIRCULAR TO THE NATIONAL BANKS, 


TREASURY DEPARTMENT, OFFICE OF COMPTROLLER OF THE CURRENCY. \ 
WASHINGTON, June 15, 1877. 

In reply to numerous inquiries from the National Banks in reference to the 
terms and conditions upon which United States bonds can be obtained, it may 
be stated that the issue of the Four-and-one-half per cent. United States bonds 
has ceased, and I transmit herewith the published proposals of the associated 
contractors for the new Four per cent. Thirty-year United States bonds, issued 
with the approval of the Secretary of the Treasury. 

It is a condition of the contract that the loan shall be offered for a reason- 
able period to the people of the United States, at par, and the Circular accord- 
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ingly invites subscriptions, at par, until the 16th July, proximo, with privilege 
of payment for three months thereafter. It is understood that the loan will be 
offered in Europe as well as here, and that the associates may advance the price 
after that date. It remains, therefore, to be seen to what extent the privi- 
lege of purchase thus reserved will be availed of, and the expectation and 
desire are general that the American subscriptions shall be as large as possible. 

As the subscriptions by people outside of the commercial cities will be paid 
largely in currency, while the bonds by law can be sold only for gold, it is 
obvious that the banks must generally be employed by the public, either for the 
purchase of the gold, or for remitting the currency to the associates in New 
York for that purchase. The bonds are dated July 1, and bear interest from 
that date. But where subscriptions made during the present month are paid in 
full, interest for the period from date of subscription to date of bond will be 
remitted in check by the Treasurer of the United States, The bonds will be 
ready for delivery on July 2. Payments made after July 1 will be charged with 
accrued interest at four per cent. from date of bond up to date of such pay- 
ment. At current premium of gold, the present bonds will be sold at a lower 
price than any other issue, while, as they mature only after thirty years, they 
are more desirable, from their permanence, than bonds bearing higher rates of 
interest, whose net returns on the amount invested will be found to be only 
slightly, if at all, higher than the income from the new issue. National Banks 
who may desire to exchange the bonds now on deposit with the Treasurer, or 
who propose to increase their circulation, can avail themselves of the opportu- 
nity to subscribe for these bonds until the 16th of next July, paying for the 
same at any time within three months thereafter. 

The National Banks have always heretofore met the financial exigencies of 
the Government with the essential assistance which they were able to afford, 
and it is believed that they will heartily join with the Secretary of the Treasury 
in reducing the public burdens and giving unity and simplicity to the system of 
the National finances. 


JouNn Jay KNox, Comptroller of the Currency. 


THE BONDS ARE PAYABLE IN GOLD.—GOVERNMENT DECLARATION, 


TREASURY DEPARTMENT, WASHINGTON, D. C., June 19, 1877. 
To Francis O. French, Esg., No. 94 Broadway, New York: 


Sir—Your letter of the 18th inst., in which you inquire whether the four per 
cent. bonds now being sold by the Government are payable principal and interest 
in gold coin, is received. The subject, from its great importance has demanded 
and received careful consideration, Under the laws now in force there is no 
coin issued or issuable in which the principal of the four per cent. bonds is 
redeemable or the interest payable, except the gold coin of the United States 
of the standard value fixed by the laws in force on July 14, 1870, when the 
bonds were authorized. The Government exacts in exchange for these bonds, 
payment at their face in such gold coin, and it is not to be anticipated that any 
future legislation of Congress, or any action of any department of the Govern- 
ment, would sanction or tolerate the redemption of the principal of these bonds 
or the payment of the interest thereon in coin of less value than the coins 
authorized by law at the time of the issue of the bonds, being the coin exacted 
by the Government in exchange for the same. The essential element of good 
faith in preserving the equality in value between the coinage in which the Gov- 
ernment receives, and that in which it pays these bonds, will be sacredly 
observed by the Government and the people of the United States, whatever may 
be the system of coinage which the general policy of the nation may at any time 
adopt. This principle is impressed upon the text of the law of July 14, 1870, 
under which the four per cent. bonds are issued, and requires, in the opinion of 
the executive department of the Government, the redemption of these bonds 
and the payment of their interest in coin of equal value with that which the 
Government receives upon their issue.—Very respectfully, 

JOHN SHERMAN, Secretary. 
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OFFICIAL BULLETIN OF NEW NATIONAL BANKS. 
Authorized to June 26, 1877. 


Capital.—— 
Authorized. Paid. 


$ 50,000 


No. Name and Place. President and Cashier. 


2359 City National Bank............. 
Fort Worth, Texas, 
2360 Lebanon National Bank 
Lebanon, OHIO. 
2361 National Bank of Rockville.... 
Rockville, IND. 
2362 Second National Bank 
Manchester, N. H. 
2363 First National Bank 
Shenandoah, Iowa. 


$ 41,600 


La Fayette S. Rue 
Joseph M. Oglesby. 30, 564 
Jonathan M. Nichols 


Samuel L. McCune, 
Aretas Blood 
Josiah Carpenter. 


Thomas H. Read 
A. J. Crose, 


50,000 


100,000 
55,000 
100,000 
100,000 


50,000 
30,000 
Ce ee eee ened 
CHANGES OF PRESIDENT AND CASHIER. 
(Monthly List; continued from Fune No., page 994.) 


JUNE, 1877. 
Elected. 
David Palmer, Cas.... 


Ezra E. Post, Cas 
Henry C. Young, Cas.. 


Name of Bank. 
N. Y. City. National City Bank 


Conn... Clinton Nat. Bank, Clinton. . 
. First Nat. Bank, Suffield .... 


. +... Southern B, of Ga., Savannah Horace A. Crane, Cas. 


First Nat. B’k, Farmer City.. Frank J. Miller, Cas... 

.. First National Bank, Olney.. J. H. Senseman, Cas.. 

... Bank - Atlantic, Atlantic... F. H. Whitney, Pr... 

" “ . Wilkins Warwick, Cas. 
a Chariton Bank, Chariton.. . W. C. Penick, Cas.. 

- Merchants’ N. B., Fort Dodge E. H. Rich, eae 


. First Nat. Bank, Fort Scott.. C. F. Drake, Cas, 


Farm.& Mech. N. B., Frederick Samuel Nixdorff, Cas.. 


. Brighton 5c. Sav. B., Boston. H. W. Jordan, Pr. 
- ee Bank, e. . J. M. Wilkinson, Pr.. 
ch Fred. M. Steele, "Cas... 
. Bank of Magentite, Maysville. James Barbour, Pr. 
n a . J. F. Barbour, Cas.. 
eeniees Bank, St. Louis... Theo. Bartholow, P.. 
.. Bartholow, Lewis & Co. John D. Perry, Pr. 
.. Bank of Joplin, Joplin George A. Case, Cas... 
. National Bank of Gloversville George W. Fay, Cas.. 
OHIO... Second Nat. Bank, Cleveland S. T. Everett, Pr. 
# ., Piqua National Bank, Piqua. C. Langdon, Cas. 
PENN... Kensington Nat. B’k, Phila.. 
. Butler Savings Bank, Butler . 


és Uniontown, J. V. Thompson, Cas.. 
.. City Nat. Bank, Williamsport B. C. Caldwell, Cas.. 
. Western National B’ k, York. Albert Smyser, Pr 
. First Nat. Bank, F: — J. R. Feeney, Cas 
. Bank of the Ohio Valley, 
oe Wheeling { 
. Imperial Bank of Canada, | 
Port Colborne { 


George Adams, Cas.. 


* Deceased, 


Wash’n I. Landell, Pr. 
; William Campbell, Pr. 
. First — Bank, Minersville . Jacob S. Lawrence, Pr. 


Edward Hay, Act.Megr. 


In place of 
B. Cartwright. 


A. Hull.* 
C. A. Chapman. 


J. E. Gaudry. 


A. F. Davidson. 
H. Marshall. 

. W. Warwick. 
F. H. Whitney. 
. E. Copeland. 

J. M. Bell. 


L. C. Nelson. 
J. W. Birely. 
S. Phillips. 


. A. Campbell. 
. J. M. Wilkinson. 


. A. M. January.* 


. J. Barbour. 


J. Bogy 
ae 2 ethete. 
W. A. Botkin. 


J. M. Wood. 


J. Perkins. 

H. B. Greenham.* 
G. A. Landell. 

J. M. Thompson. 
W. Kear. 

. J. T. Redburn.* 

. H. T. Sallade. 

J. H. Baer. 


R, S. Woodard.* 
. M. A. Chandler. 


T. H. Nasmith. 





NEW BANKS AND BANKERS. 


NEW BANKS, BANKERS, AND SAVINGS BANKS. 
(Monthly List, continued from Fune No., page 993-) 
JuNE, 1877. 


State. Place and Capital. Bank or Banker. N. Y. Correspondent and Cashier. 
Ga. .... Atlanta City Bank of Atlanta....... Continental National Bank. 
Edward L. Jones, Pr. Ossian F, Simpson, Cas. oa... 


IND. ... Richmond. .... Farmers’ B, (Stanley, Esteb & Co.) Netter & Co, 
# .. Rockville National Bank of Rockville. Ninth National Bank. 
$100,000 Jonathan M. Nichols, Pr. Samuel L. McCune, Cas. 
Iowa... Murray Murray Bank Kountze Brothers. 
. Shenandoah... First National Bank 
$ 30,000 Thomas H. Read, Pr. A. J. Crose, Cas. 
. Manhattan Riley County Bank First National Bank. 
Stephen French, Pr. J. K. Winchip, Cas. 
Elizabethtown . Arnold & Polk Imp. & Traders’ Nat. Bank- 
. Adrian State Savings Bank Fourth National Bank. 
. Fernando C. Beaman, Pr. Ebenezer I. Waldby, Cas. 
ia a Whitney’s Coml. Exch. Bk. Merchants’ National Bank. 
. Mount Clemens Mount Clemens Savings B. American Exchange Nat. Bank. 
$ 50,000 Oliver Chapaton, Pr. John W. Porter, Cas. 
.. Oxford Oxford Exchange Bank.... Continental National Bank. 
. Manchester .... Second National Bank 
$ 100,000 Aretas Blood, Pr. Josiah Carpenter, Cas. 
. Lebanon Lebanon National Bank... 
$ 30,5) La Fayette S. Rue, Pr. Joseph M. Oglesby, Cas. 
.. Fayette Learned & Letcher Bros... Geo. Opdyke & Co. 
. Turkey City ... Turkey City Bank First National Bank. 
$ 100,000 J. W. Hammond, Pr. E. M. Reardon, Cas. 
. Beaufort W. H. Lockwood Produce Bank. 
Fort Worth.... City National Bank Donnell, Lawson & Co. 
$ 50,000 A. M. Britton, Pr. S. W. Lomax, Cas. 


Laramie City.. Wagner & Dunbar Kountze Brothers. 


(a ne Sr 


THE PREMIUM ON GOLD AT NEW YORK. 
May—JuNE, 1877. 


Lowest. Highest. 1877. Lowest. Highest. 1877. Lowest. Highest. 
16%... May 25 7 © YJ weJume tr 4%. § 
1756 a a 12 4%. 
3 SIE ass a 66 «Cz BB ves 13 4% 
- 14% ... 29 «6 ° , Mm << 
September ... 133f . 17%... 30 Holiday... i. § 
October 14% . 17K». 31 ; or Ho 5 
November.... 14% . 163%... June I Rh. cas 18 5% 
December ... SGM + 2 — « 8 & 19 5% 
1877. me 3 ss 20 5% 
January o 73% « 21 5% 
February ...... Mae ‘ a 6g 
MarR... <ccsssse ‘ - 5% : oe a 
BOTT ooccncsees 4%» 7Tyvw ; soe 25 5 
53+ 73ewe ‘ HK ove 26 «5 


% 
¥% 
v4 
% 





THE BANKER’S MAGAZINE. 


DISSOLVED OR DISCONTINUED. 
( Monthly List, continued from Fune No., page 995.) 


N. Y. City. William B. Clerke, failed. 
” . George B. Watts, failed. 


ARK.... Nelson & Hanks, He/ena ; resumed business. 


ILL..... Home Bank, (McClun, Holder & Co.) Bloomington ; suspended. 
« .. Home Bank, Casey; closed. 
«  .. S, Pulsifer & Co., Peorta ; suspended. 


MICH... Lumberman’s Exchange Bank, (J. H. McCollum & Co.) Ludington ; failed. 
u ..C.E.&G. W. Ball, Midland City; closing. 


Mo..... National Bank of State of Missouri, S¢. Zouzs; in liquidation. Receiver 
appointed. 


. D. B. Immel & Co., Eureka ; failed. 


N. Y... Rockland Savings Bank, Vyack ; failed. 
# ., Abraham Lewald, Port Henry; assigned. 


.. Western Reserve Bank, West Salem; assigned and winding up. 
. Union Savings Bank, Bath; suspended. 
. Peirce & Salisbury, Providence ; closing. 
. Edwin J. Scott & Son, Columbia; assigned. 
F. W. Flato, Flatonia ; closed. 


Bank of British North America, Branch, Renfrew; closed May 31. 
. McGregor & Brother, Windsor ; failed. 


—_—_—$—$ $e — 


RECENT CHANGES OF TITLE, ETC. 


(Monthly List, continued from Fune No., page 995.) 


Dak.... James M. Woods, Deadwood City; succeeded by D. S. Miller. 
Ghisics Georgia National Bank, A¢/anta; voluntary liquidation. Succeeded by City 
Bank of Atlanta. Same officers. 
ILL..... Burke, Dubois & Chesnut, Car/inville ; now Chesnut & Dubois. 
” .. Miner, Gary & Webster, Wheaton ; now Gary & Wheaton. 
IND.... First National Bank, Rockville; now National Bank of Rockville, Same 
officers. Capital $ 100,000. 
Iowa... Chariton Bank, Chariton ; now owned by Manning & Penick. 
Kansas. D. W. Powers & Co., Elisworth; now The Powers Bank. 
.. First Nat’l Bank, Wanhattan ; succeeded by Riley Co. Bank. Same officers. 
L. Goodpaster, Owzngsvil/e; now L. Goodpaster’s Executors. J. B. Good- 
paster, Cas. 
. Eleventh Ward National Bank, Boston ; removed to 264 Devonshire Street. 
. First National Bank, Adrian; now State Savings Bank. Same stockholders, 
directors and officers. 
.. Town of Clam Lake, (Wexford County); now Cadillac. 
.. Marine B’k, (G. S. Holbert) Marine City; now Marine B’k of C. H. Westcott. 
.. Menominee Bank, (Hunt & Frazer) Menominee ; now James Frazer. 
. John W. Porter & Co., Mount Clemens; succeeded by Mount Clemens Sav- 
ings Bank. John W. Porter, Cas. 
.. H. H. Bell, Duduth ; now Bell & Eyster. 
. L. J. Lemert, Dresden ; now L. J. Lemert & Sons. 
Parker & Flippen, Bxyan; now W. H. Flippen. 
. Boaz, Marklee & Co., Fort Worth; succeeded by City National Bank, 
Bank of Tomah, Zomah; sold to M. A. Thayer & Co. 
Metropolitan Bank, Wontrea/ ; in liquidation. 





NOTES ON THE MONEY MARKET, 


NOTES ON THE MONEY MARKET. 


NEW YORK, JUNE 25, 1877. 


Exchange on London at sixty days’ sight, 4.88 a 4.88% in gold. 


As the season advances there is a decided disposition on the part of some 
of the banks to discriminate against long-date paper, and the result has been 
seen in a slight advance of the general quotations for commercial bills. 
Whether this tendency in the rates will go any further is extremely uncertain. 
Some persons even doubt the possibility of sustaining it, and predict a relapse. 
Call-loans are more in favor, and there is a greater accumulation of idle capital 
seeking investment. This state of things is reflected in the bank averages, 


which show a steady increase in the deposits without a corresponding outlet 
in the loans and discounts. It is obviously a conservative disposition on the 
part of the banks which has led them to refuse to discount paper running 
beyond the month of October, for there is a general anticipation that we shall 
have a lively movement in business during some portion of next fall. Indeed 
there are not a few shrewd observers who think that if the war in the East 
shows no greater probability of coming to an early termination than is visible 
at present, our money market will be active; inasmuch as the effect which 
must inevitably be produced upon the demand for our breadstuffs and other 
exportable commodities, cannot fail to give an impulse to business of every 
sort, both in the interior of this continent and at our chief cities on the sea- 
board. Besides this circumstance, there are a multitude of other forces in oper- 
ation which are likely to stimulate the activity of money in the autumn of this 
year. In view of these probabilities, many of our banks are acting with great 
caution, and they are sacrificing present opportunities of doing business to 
future contingencies promising larger and more solid profit. How far the policy 
is likely to be continued, and whether it will extend to those banks which have 
not as yet adopted it, remains to be seen. The averages of the New York 
banks for the last month compare are follows: 


Legal Excess of 

1877. Loans. Specie. Tenders. Circulation. Deposits. Reserve. 
May 26....+..$253,506,500 . $ 21,348,700 . $53,570,400 . $ 16,069,000 . $ 225,432,600 . $ 18,560,950 
June 2... +++ 250,754,400 ++ 19,844,500 «+ 55,899,700 -+ 16,143,700 .. 223,481,600 .. 19,873,800 
251,673,000 «+ 19,441,700 «+ 55,078,100 .. 16,162,000 .. 223,738,500 .. — 175 
sees 250,687,500 .. 18,352,100 .- 56,363,600 .. 15,971,000 .. 222,665,800 .. 19,049,250 
250,416,500 .- 16,209,000 .. 58,255,600 .. 15,765,600 .. ; 100 .. 18,635,575 
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The Clearing-House exhibit of the Boston banks for the past month is as below : 


1877. Loans. Specie Legal Tenders. Deposits. Circulation. 
May 26...++++0$129,151,700 «+++ $2,417,300 -++- $7,202,300 «++ $73,469,700 .... $23,115,200 
June 129,432,300 «+++ 1,996,500 «e+ 7,149,000 «+++ 75,041,300 «e+. 23,004,500 

13057773700 «20% 1,923,300 «eee 75,135,200 «+++ 75,640,400 «+. 23,297,600 
129,900,700 «s+ 1,852,200 «2+ 7,045,000 «+++ 75,013,200 «++. 23,171,300 
130 946,000 «24+ 1,763,200 «+06 7,154,300 «+++ 75,804,000 «++4 23,290,500 


The Philadelphia bank statements for the same time are as follows : 


1877. Loans. Specie. Legal Tenders. Deposits. Circulation. 
May 26....++++$ 62,173,530 «+++ $1,250,753 «+++ $18,663,877 .--- $56,628,719 -.-- $ 10,518,176 
June 2 62,150,339 -+++ 1,248,002 ...- 19,618,037 «~--- 58,032,771 «+. 10,515,780 

= Ss 62,408,063 «++. 1,330,880 «.... 19,789,864 «+++ 57,943,944 ++++ 10,479,305 

62,391,869 «+++ 1,395;980 «+--+ 20,117,424 «+++ 57,864,933 +++ 10,447,845 
ZZeeveeeee 62,492,288 006 1,343,724 +00 20,035,552 ++ee 57;883,694 ++ ++ 10,437,423 


The stock market shows very little animation. Governments have been stimu- 
lated by the demand in Europe where our public credit seems to have taken 
recently an upward turn. Savings banks and trust companies, which hold large 
amounts of Government bonds, are said to be selling their bonds, with a view 
to take the four per cents or the four and a half per cents of the new loans 
Of the 100 millions of Governments held in savings banks, trust companies, 
and similar institutions, nearly one-half, it is supposed, will be likely to come 
upon the market in consequence of this movement. The demand, however, 
is well sustained, and the prices are firm at quotations given below. State 
bonds are quiet, railroad bonds more active, and railroad shares feverish and 
unsettled. The coal stocks do not as yet show many symptoms of recovery. 

The favorable turn in the foreign exchanges is illustrated by the report of 
the New York Chamber of Commerce for 1876. It shows that of the foreign 
imports into the United States during the year ending June 30, 1876, amount- 
ing in the aggregate to $ 476,677,871, New York received sixty-five per cent., 
or $311,712,910. Of the domestic exports, amounting from all the ports of 
the United States to $ 655,463,969, New York sent $ 294,705,902, or forty-five 
per cent. In comparison with 1875, New York seems to have lost five per cent. 
of her previous proportion of the trade. The whole foreign commerce of the 
United States for the last three years has fallen off 187 millions, of which sum 
New York has lost 138 millions, or 73% per cent. With respect to the 
amount of specie in the country, the report of the Chamber of Commerce 
calls attention to the fact that in November, 1873, Dr. Linderman estimated 
the quantity of gold and silver in the United States at 140 millions of dollars. 
Since that period 187 millions have been deposited in the mints, and sixty-five 
millions have been imported. Deducting the 214 millions of specie exports, the 
stock of the precious metals appears to have increased thirty-eight millions since 
1873, and to have increased from 140 millions to 178 millions at. present. 

The coal companies have been making some new attempts to extricate them- 
selves from their difficulties. The Reading Company has made arrangements to 
meet its obligation for July, and an agreement between the Lehigh Coal and 
Navigation Company and the Central Railroad Company of New Jersey has 
just been ratified, the chief conditions being that the receivers of the Lehigh 
and Wilkes Barre Coal Company can now re-organize without foreclosure. The 
agreement as signed requires the immediate payment of $400,000 by the 
Central Railroad Company, which will continue to operate the railroads and 
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canals, and will pay the railroad rental, amounting to $80,000 per month, pay- 
ment to be made on the 20th of each month. The rentals for the use of 
the canals, as the sum due on collaterals taken from the Lehigh and Wilkes- 
barre Coal Company, are to be credited to the Navigation Company upon con- 
struction account. The prices of the coal stocks are still depressed. The fol- 
lowing are our usual quotations : 
QuoTaTIONs : May 25. June 4. Pune x1. Fune 18. Pune 25. 
107s 105% +. 104% ++ 10538 -. 105% 
U. S. 5-208, 1867 Coup. 114% .. 112%. 112% .. 112% .. 112% 
U. S. new 10-40s Coup 113% =. 112% .. 112% .. 112% .. 112% 
West. Union Tel. Co.. 64%. 60% .. 62% .. 60% .. 57% 
N. Y. C. & Hudson R. 92% .. 88% .. gry .. 90% .. 89% 
Lake Shore 50% .. 46% =. 47% + 47% -- 47% 
Chicago & Rock Island 94% >. 90% .. g1% .. 92% .. ' go1% 
New Jersey Central... 7 oe 6% .. 6%... 6% .. 7 
Del. Lack. & West.... 43% -- 39% oe 32% .. 3336 «. 33 
Delaware & Hudson.. 39% -. 36% .. 284%. 27% .. 3014 
22% .. 20% .. 21%. a1 .. 20% 
21% « 20% .. 19% .. 19%, « 19% 
i ae G i % Oe as sh - 6 
Call Loans.....6..000- 1% @4 o t @3 .-- 3% @3 ee 1% @3. rt @3 
Discounts @7 «+ 2%@6 .. 2% @6 oe 3 @7- 3 @7 
Bills on London........ 4-88-4.90 «- 4.88-4.90% ..  4.88-4.901%%.. 4.88-4.90% «- 4.88-4.90% 
Treasury balances, cur. $ 46,728,823 .- $47,818,287... $48,344,158 -- $48,278,562 .. $49,467,827 
Do. do. gold. $76,061,346 .. $84,229,900.. $81,160,301 .. $79,910,477 . $85,809,651 
Mr. Richard Seyd has compiled an estimate of the financial resources of the 
cotton-spinning and manufacturing trade of Lancashire and Cheshire. From his 
figures we learn that in 1870 the total imports of cotton amounted to 1,339 
millions of pounds, and in 1876, to 1,556 millions of pounds, the values of which 
were fifty-three millions sterling and fifty millions sterling respectively. The 
total exports in the same years were 238 millions of pounds and 258 millions of 
pounds. The excess of imports, which in 1870 was 3,101 millions of pounds, 
rose in 1874 to 1,307 millions of pounds. Although the amount was much 
greater in 1874 than in 1870, the value of the excess was considerably less, the 
figures standing at forty-three millions sterling in 1870, and at forty-two millions 
sterling in 1874. Mr. Seyd states that in ‘the spinning and manufacturing of 
this of raw material there are about 1,900 firms engaged in the district above 
alluded to, including about 270 joint-stock companies under the limited liability 
act. The nominal capital of these companies (many of which do not issue any 
report,) may be estimated at about fifteen millions sterling, of which it may 
fairly be taken that one half (say seven and one-half,) is paid up. The capital 
of private firms and individuals, (numbering say about 1,600) can be placed at 
about fifty millions sterling, based on such figures as are obtainable, giving an 
average of about 30,000 sterling for each firm. 
Besides the limited liability companies with their paid-up capital of seven and 
a half millions sterling, there are firms, each estimated to possess resources as 
under: Six firms exceeding £ 1,000,000 each; twelve firms £ 500,000 each ; 
twenty-six firms £ 200,000 each ; fifty firms £100,000 each; seventy-two firms 
£75,000 each; 101 firms £50,000 each; 106 firms £ 30,000 cach; 155 firms 
£ 20,000 each ; 258 firms £10,000 each; 280 firms £5,000 each; 187 firms 
£ 2,000 each; 200 firms £1,000 each. These figures give fifty-seven and a half 
millions sterling as the total capital employed, viz.: fifty millions sterling by 
private firms, and seven and a half millions sterling by limited companies, 
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nearly all the shares in which are held by the operatives employed in, or living 
near to them. This very large amount of seven and a half millions of paid-up 
capital, (carrying a liability for as much more,) equal to a considerable portion 
of the whole of the private capital in the same trade, is a most remarkable 
phenomenon. Many of these limited-company mills have, as a matter of hard 
fact, paid dividends of from ten to thirty per cent. per annum, and the shares 
in them are largely bought and sold at high prices. 
To show the amount of the balances kept by other banks in the Bank 
of England, the subjoined table has been published by the London Zconomist - 
Reserve of Bankers’ Proportion of Bankers’ 
1876. Notes and Coin. Balances. Balances to Reserve. 
July . £ 17,704,000 eves £ 15,577,000 tees 88.0 per cent. 
a 19-+- 18,935,000 cece 16,581,000 eee 87.7 
= 26.00 19,723,000 eee 17,239,000 . 87.5 
August Boece 19,621,000 eee 16,787,000 cece 85.6 
a Qeeee 19,877,000 eee 16,043,000 cove 80.5 
ba 16... 21,018,000 eoce 16,197,000 79.0 
BZocce 20,673,000 cose 16,013,000 coee 77-5 
° BO. vee 20,621,000 sees 15,118.000 eee 73-3 
September 6.... 20,987,000 a0 15,810,000 eee 75-4 
- coe 21,968,000 ° 16,000,000 wea 72.8 
aia 20..0. 22,244,000 eoce 16,076,000 coe 72-3 
= 27-000 21,851,000 cece 14,620,000 oon0 67.0 


October 4..-- 20,567,000 soe 13,826,000 Pree 67.2 
“ BE. 20,000,c00 cone 16,463,000 esos 82.3 


As there has been so much agitation in regard to the contraction of the 
smaller greenbacks, we give the subjoined comparative view of the outstanding 
aggregates at present, compared with those of 3oth June, 1875 and 1876: 


Greenbacks outstanding. 1877. 1876. 1875. 
One dollar... $ 25,722,153 sees $28,007,478 sees $27,416,363 
Two dollars 25,938,209 sone 27,480,482 sees —°264345,326 
Five dollars.......+..+++.- 50,103,800 eeee 46,318,197 eece 44,852,253 
Ten dollars 65,201,067 oes 69,404,859 rr 7391541545 
Twenty dollars 63,153,281 oe 66,378,663 osee 67,382,042 
Fifty dollars 35,876,810 - 35,488,865 een 31,259,950 
One hundred dollars...... 29,148,160 eeee 27,221,740 ese 31,218,600 
Five hundred dollars...... 23,807,500 cece 33,768,500 eoee 30,698,000 
One thousand dollars 32,761,500 cece 36, 703,500 vee 445444,000 


$ 361,412,580 $ 370,772,284 $ 376,771,580 
Deduct unknown.... 1,000,000 pone 1,000,000 earl 1,000,000 


$ 360,412,580...» $ 369,772,284 «2. -$ 375,771,580 


DEATHS. 


At UNIONTOWN, PA., on Wednesday, May 23d, aged fifty-five years, JAMES 
THOMAS REDBURN, Cashier of the First National Bank of Uniontown from 
its organization in 1864. 

At MAYSVILLE, KENTUCKY, on Monday, June 11th, aged eighty-three years, 
ANDREW M. JANUARY, President of the Bank of Maysville and its predecessor 
for nearly forty years. 





